2013 LEGISLATIVE PRORITIES FOR THE
DEPARTMENT OF BANKING

1. An Act Concerning Public Deposits -

The bill amends the public deposit laws based on the recommendations of a
task force established by the Banking Commuissioner to study and update these
laws. The legislation will afford greater protection to state and municipal deposits.

2. An Act Concerning Consumer Licenses -

This proposal authorizes the Commissioner to use the Nationwide Mortgage
Licensing System and Registry for licensing or registration of any person engaged
in a financial services industry within the jurisdiction of the Commissioner and to
make other technical and conforming changes as described above.

3. An Act Concerning Banks —

The proposal addresses the enforcement authority of the Commissioner related to
officers of banks and clarifies oversight of loan production offices outside the
state. The bill also makes certain technical corrections.

4, An Aet Concerning Money Transmission, Mortgage Servicers and Consumer
Collection Agencies -

This bill makes numerous changes to the consumer credit statutes in an effort to
better protect the consumer. Most notably, it creates a new regulatory scheme to
be administered by the Banking Commissioner governing persons that act as
mortgage servicers. It also enhances regulatory requirements of money
transmission licensees and makes other conforming changes consistent with
industry standards.

5. An Act Concerning the Connecticut Uniform Securities Act -

The purpose of this bill is to update the Connecticut Uniform Securities Act and
incorporate certain provisions of the Revised Uniform Securities Act.

The bills are quite extensive in nature and these summaries are very brief overviews of
the legislation.



Agency Legislative Proposal - 2013 Session

Document Name: AAC Public Deposits.-

{If submitting an electronically, please label with date, agency, and title of propesal — 092611_SDE_TechRevisions)

State Agency: Department of Banking

Liaison: James Heckman
Phone: (860) 240-8105
E-mail: iames.heckman@ct.govr

Lead agency division requesting this proposal: Financial Institutions Division

Agency Analyst/Drafter of Proposal: Nitja Savill

Title of Proposal

An Act Concerning Public Deposits

Statutory Reference Sections 36a-330(3), 36a-333 and 36a-338

Proposal Summary

The proposal amends the definition of “eligible collateral” in Section 36a-330(3).
The proposal amends Section 36a-333 to update the collateralization requirements for public deposits.
The proposal amends Section 36a-338 to make conforming changes. '

Please attach a copy of fully drafted bill (required for review)

PROPOSAL BACKGROUND

e Reason for Proposal

The amendments to the public deposit laws are based on the recommendations of a task force established
by the Banking Commissioner to stndy and update these laws and will afford greater protection to state
and municipal deposits. '

e Origin of Proposal X _New Proposal —__ Resubmission
@ Agencies Affected None other than this Department

Agency Name: Office of the State Treasurer
Agency Contact (name, title, phone): Lawrence Wilson
Date Contacted:

Approve of Proposal X YES __NO __ Talks Ongoing

Summary of Affected Agency’s Comments

Will there need to be further negotiation? YES X NO




o  Fiscal Impact {please inciude the proposal section that causes the fiscal impact and the anticipated impact)

Municipal {please include any municipal mandate that can be found within legislation)
None

State
None

Federal
None

Additional notes on fiscal impact

+ Policy and Programmatic Impacts (Please specify the proposal section associated with the impact)

None




AN ACT CONCERNING PUBLIC DEPOSITS

Be it enacted by the Senate and House of Representatives in General Assembly convened: -

Section 1. Subdivision (3) of section 36a-330 of the 2012 supplement to the general statutes is
repealed and the following is substituted in lieu thereof (Effective from passage):

(3) “Eligible collateral” me;tns [(A) United States treasury bills, notes and bonds, (B) United States
government agency secur'ities, (C) United _Statés agency variable-rate securities, (D) mortgage pass-
through or participation certificates or similar securities, (E) performing one-to-four-family residential
mortgage loans that meet the following criteria: (i) The mortgage loan has a loan-to-value ratio which is
less than or equal to eighty per cent for loans without private mortgage insurance, or a loan-to-value ratio
which is less than or equal to ninety-five per cent for loans with private mortgage insurance; and (ii) the
mortgage loan has a payment history of not more than one payment over thirty days in arrears during the
past twelve consecutive months or, if the loan has a payment history of less.than twelve months in
duratiqn, the loan meets the docuﬁlentation requirements of the Federal National Mortgage Association or
the Federal Home Loan Mortgage Corporation; provided, in the case of a subsequent default under any
such mortgage loan that éontinﬁes uncured for more than sixty days, such loan shall no fonger qualify as
eligible collateral and shall be replaced by a performing mortgage loan that meets the criteria set forth in

this subdivision, and (F) state and municipal bonds;] the following investments for which prices or values

are quoted or are readily available: {A) General obligations that are guaranteed fully as to principal and

interest by the United States or this state or for which the full faith and credit of the United States or this

state is pledged for the payment of principal and interest: (B) general obligations of any agency of the

United States, including government sponsored enterprises, which are not euaranteed fully as to principal

and interest by the United States or for which the full faith and credit of the United States is not pledged

for the pavment of principal and interest; (C) mortgage pass-through or participation certificates or similar

securities that have been issued or guaranteed by the Federal National Morteage Association, Federal

Home Loan Mortgage Corporation or Government National Mortgage Association: (D) eeneral




obligations of municipalities and states other than this state that are rated in the three highest rating

categories by a rating agency recognized by the commissioner; and (E) revenue obligations for essential

services, including education, fransportation, emergency, water and sewer services of municipalities and

states that are rated in the three highest rating categories by a rating agency recognized by the

commissioner and that are determined to be a prudent investment by the governing board of the qualified

public depository, by a management committee or board committee appointed by such governing board or

by an officer appointed by such govemiﬁg board, management committee or board committee;

Sec. 2. Section 36a-333 of the 2012 supplement to the general statutes, as amended by sections 37, _
38 and 39 of Public Act 12-96 is repealed and the following is substituted in lieu thereof (E]j‘ectiveﬁom
passage):

{(a) [To] (1) _Except as provided in subdivision (2) of this subsection, to secure public deposits, each

qualified public depository that is not under a formal regulatory order shall at all times maintain,

segregated from its other assets as provided in subsection (b) of this section, eligible collateral in an

amount at least equal to the following percentage of all uninsured public deposits held by the depository:

[(1)] (A) For any [qualified public] depository that is a bank or out-of-state bank having a tier one

leverage ratio of six per cent or greater and a risk-based capital ratio of [ten] twelve per cent or greater,

and for any depository that is a credit union or federal credit union having a net worth ratio of eight per

cent or greater, a sum equal fo ten per cent; [of all uﬁinsured public deposits held by the depository; (2)]

(B) for any [qualified public] depository that is a bank or out-of-state bank having a tier one leverage ratio

of less than six per cent but greater than or equal to five per cent and a risk-based capital ratio of less than

ften] twelve per cent but greater than or equal to [eight] ten per cent, and for any depository that is a credit

union or federal credit union having a net worth ratio of less than eight per cent but greater than or equal

to seven per cent; a sum equal to twenty-five per cent; [of all uninsured public deposits held by the

depdsitory; (3)] and (C) for any [qualified public] depository that is a bank or out-of-state bank having a

tier one leverage ratio of less than five per cent and a risk-based capital ratio of less than [eight] ten per

cent [but greater than or equal to three per cent,] and for any depository that is a credit union or federal
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credit union baving a net worth ratio of less than seven per cent, a sum equal to one hundred ten per cent,

[of all uninsured public dei)osits held by the depository; (4) for any qualified public depository having a
risk-based capital ratio of less than three per cent, and, notwithstanding the provisions of subdivisions (1)
to (3), inclusive, of this subsection, for any qualified public depository which has been conducting
business in this state for a period of less than twé vears except for a qualified public depository that is a
successor institution to a qualified public depository which conducted business in this state for two years '
or more, a sum equal to one hundred twenty per cent of all uninsured public deposits held by the

depository; provided, the qualified public depository and the public depositor may agree on an amount of

eligible collateral to be maintained by the depository that is greater than the minimum amounts required

under subdivisions (1) to (4), inclasive, of this subsection; (5)'n0twithstanding the risk-based capital ratio

provisions of subdivisions (1) to (3) , inclusive, of this subséction, for any qualified public depository that

is an uninsured bank, a sum equal to one hundred twenty per cent of all public deposits held by the

depository; and (6) notwithstanding the risk-based capital ratio provisions of subdivisions (1) to (3),

inclusive, of this subsection, for any qualified public depository that is subject to an order to cease and

desist, consent order or a preliminary warning letter, or bas entered info a stipulation and agreement,
memorandum of understanding or a letter of understanding and agreement with a bank or credit union
supervisor, a sum equal to one hundred twenty per cent of all uninsured public deposits held by the
depository, or, in the case of such a qualified public depository that satisfies the requirements of
subsection (f) of this section, a sum equal to one hundred per cent of all uninsured public deposits held by

the depository.]

(2} Notwithstanding the provisions of subdivisions (1) and (3) of this subsection, to secure public

deposits, each qualified public depository that (A) has been conducting business in this state for a period

of less than two vears except for a depository that is a successor institution to a depository which

conducted business in this state for two vears or more. or (B) is an uninsured bank. shall at all times

maintain, segreeated from ifs other assets as provided in subsection (b) of this section. eligible collateral




in an amount at least equal to one hundred twenty per cent of all uninsured public deposits held by the

depository. _ 5

{3} Except as provided in subdivision (2} of this subsection, to secure public deposits. each

qualified public depository that, on or after the effective date of this act. 1s under a formal regulatory order

shall at all times maintain, seeregated from its other assets as provided in subsection {b) of this section,

eligible collateral in an amount at least equal to one hundred ten per cent of all uninsured public deposits

held by the depository. Notwithstanding the provisions of this subdivision. if the order is not related to

capital, asset quality. earnings or liquidity and the depository notifies each of its public depositors of the

issuance of such order. such depository may reduce the amount of eligible collateral it is required to

maintain under this subdivision to an amount at least equal to the following percentage of all uninsured

deposits held by the depository: {A) For a depository that is a bank or out-of-state bank having a tier one

leverage ratio of seven and one-half per cent or greater and a risk-based capital ratio of fourteen per cent

or greater, and for depository that is a credit union or federal credit union having a net worth ratio of nine

and one-half per cent or greater, a sum equal to fifty per cent, and (B) for a depository that is a bank or

out-of-state bank having a tier one leverage ratio of less than seven and one-half per cent but greater than

or equal to five per cent and a risk-based capital ratio of less than fourteen per cent but equal to or greater

than ten per cent, and for a depository that is a credit union or federal credit union having a net worth ratio

of less than nine and one-half per cent but equal to or greater than seven per cent, a sum equal to seventy-

five per cent.

(4) Notwithstanding the provisions of this subsection, the qualified public depository and the public

depositor may agree on an amount of eligible collateral to be maintained by the depository that is greater

than the minimum amounts required under [subdivisions (1) to {6), inclusive,] subdivision (1) or (3) of
this subsection, as applicable. For purposes of this subsection, the amount of all uninsured public
deposits held by the depository shall be determined at the close of business on the day of receipt of any
public deposit and any deficiency in the amount of eligible collateral required under this section shall be
cured not later than the close of business on the following business day. For purposes of this subsection,
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the depository’s tier one leverage ratio and risk-based capital ratio or net worth ratio shall be determined,

in accordance with applicable federal regulations and regulations adopted by the commissioner in

accordance with chapter 54, based on the most recent quarterly call report, provided [{A)] if, during any
calendar quarter after the issuance of such report, the depository experiences a decline in its tier one

leverage ratio, risk-based capital ratio or net worth ratio fo a level that would require the depository to

maintain a higher amount of eligible collateral under [subdivisions (1) to (4), inclusive, or subdivision

- (6)] subdivisien (1) or (3) of this subsection, the depository shall increase the amount of eligible collateral
maintained by it to the minimum required under [subdivisions (1) to (4), inclusive, or subdivision (6)]

subdivision (1) or (3) of this subsection, as applicable, based on such lower tier one leverage ratio, risk-

based capital ratio or net worth ratio and shall notify the commissioner of its actions. [; and (B) if, during

any calendar quarter after the issuance of such report, the commissioner reasonably determines that the
depository’s risk-based capital ratio is likely to decline to a level that would require the depository to
maintain a higher amount of eligible collateral under subdivisions (1) to {4), inclusive, or subdivision (6}
of this subsection, the commissioner inay req_uire.that the depository increase the amount of eligible
collateral maintained by it to the minimum required under subdivisions (1) to (4), inclusive, or
subdivision (6) of this subsection, as applicable, based on the commissioner’s detenﬁinaﬁon of such
lower fisk—based capital ratio. For purposes of determining the minimum market value of the eligible

collateral under subsection (e) of this section, a qualified public depository shall apply the collateral ratio

using uninsured public deposits.] The commissioner may. at any time. require the depository to increase

its eligible collateral to an amount greater than that required by subdivision (1) or (3) of this subsection,

as applicable. up to a maximum amount of one hundred twenty per cent, if the commissioner reasonably

determines that such increase is necessary for the protection of public deposits. If the commissioner

determines that such increase in eligible collateral is no longer necessary for the protection of public

deposits, the commissioner mav allow the depository to adjust the amount downward, as the

circumstances warrant, {o an amount not lower than the minimnum amount required by subdivision (1) or .

{3) of this subsection, as applicable.




{5) For purposes of this subsection, “formal regulatory order” means a written agreement related to

enforcement. including a letter of understanding or agreement, or written order, that a supervisory agency

is required to publish. or publishes on its website. but does not include any written agreement or written

order under which the sole obligation of the depository is to pay a civil money penalty. fine or restitution.

{b) Each qualified public depository that is a bank or cut-of-state bank having a tier one leverage

ratio of five per cent or greater or a risk-based cajaital ratio of [eight] ten per cent or greater shall transfer
eligible collateral maintained under subsection (a) of this section to its own trust department, provided
such trust department is located in this state unless the commissioner approves otherwise, to the trust
department of another financial institution, provided such eligible.collateral shall be maintained in such
other financial institution’s trust department located in this state unless the commissioner approves

otherwise, or to a federal reserve bank or federal home loan bank. Each qualified public depository that is

a bank or out-of-state bank having a tier one leverage ratio of less than five percent or a risk-based capital

ratio of less than [eight] ten per cent, and each qualified public depository that is a credit union or federal

“credit union shall transfer eligible collateral maintained under subsection (a) of this section to the trust
department of a financial institgtion that is n'ot. owned or controlled by t_he depository or by a holding
company owning.or controlling the depository, provided soch eligible -collateral shall be maintained in
‘such other financial institution’s trust department located in this state unless the commissioner approves
otherwise, or to a federal reserve bank or federal home loan bank. Such transfers of eligible collateral
shall be made in a manner prescribed by the cormnissioﬁer. [Eligible collateral shall be valued at market
value or as determined by the commissioner if market value is not readily determinable, and the] The

qualified public depository shall determine and adjust the market value of such eligible collateral [shall be

determined and adjusted on a quarterly] on a monthly basis. Without the requirement of any further

action, the commissioner shall have, for the benefit of public depositors, a perfected security interest in all -

such eligible collateral held in such segregated trust accounts, granted pursuant to and in accordance with
the terms of the agreement between the public depositor and the qualified public depository. Such

security interest shall have priority over all other perfected security interests and liens. The commissioner
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may. at any time, require the depository to value the collateral more frequently than monthly if the

commissioner reasonably determines that such valuation is necessary for the protection of public deposits.

Each holder of eligible collateral shall file with the commissioner, at the end of each calendar quarter, a

report with the CUSIP number, description and par value of the each investment it holds as eligible
collateral.

| (c) The depository shall have the right to make substitutions of eligible collateral at any time
without notice. The depository shall have the right to reduce the amount of eligible collateral maintained

by it that is in excess of the amount required under subsection (a) of this section. [provided such

reduction shall be determined based on the amount of all uninsured public déposits held by the depository
and the depository’s risk-based capital ratio as determined in accordance with said subsection (a). The
depository shall provide written notice to its public depositors of any such reduction in the amount of
eligible collateral maintained under subsection (a) of this section.|

[(d)] The income from the assets which constitute segregated eligible collateral shall belong to the
depository without restriction. |

[(e) Eligible collateral pledged to secure public deposits under subsection (a) of this section shall

" have a minimum market value as expressed in the following collateral ratios:

Collateral Ratio
(Market value
Form of Eligible - divided by public
Collateral Pledged , deposit plus

accrued interest)

1. United States Treasury bills, notes and bonds

A. Maturing in less than one year 102%
B. Maturing in one to five years 105% -
C. Maturing in more than five years 110%
D. Zero-coupon freasury securities with maturities

exceeding ten years 120%

2. Actively traded United States government agency

securities
A. Maturing in less than one year 103%
B. Maturing in one to five years 107%

C. Maturing in more than five years o 115%
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3. United States government agency variable rate
securities ‘ 103%
4. Government National Mortgage Association
mortgage pass-through or participation certificates
-or similar securities

A. Current issues : 115%
'B. Older issues 120%
C. Issues for which pricés are not quoted 125%
5. Other United States govermment securities 125%
6. Other mortgage pass-through or participation o
certificates or similar securities 125%
7. One-to-four family residential mortgages 125%
8. State and municipal bonds ‘
A. General obligation bonds
1. Maturing in less than one year ' 102%
ii. Maturing in one to five years ' 107%
iii. Maturing in more than five years 110%
B. Revenue bonds '
i. Maturing in less than one year 105-110%
ii. Maturing in one to five years 110-120%
iii. Maturing in more than five years ‘ 120-130%

(f) A qualified public deposttory that is subject to an order to cease and desist, consent order or a
preliminary warning letter, or has entered into a stipulation and agreement, memorandum of
understandiﬁg or a letter of understanding and agreement with a bank or credit union supervisor, may
maintain eligible collateral in a sum equal to or greater than one hundred per cent of all uninsured public
deposits held by the depository, provided (1) the depository has a risk-based capital ratio of twelve per
cent or greater, and (2) the depository satisfies the following conditions, to the extent applicable: (A) The
depository may not pledge eligible collateral in the form described in subsection {e)6. of this section,
except for mortgage pass-through or particiﬁation certificates or similar securities that have been issued or
guaranteed by the Federal National Mortgage Association or the Federal Home Loan Mortgage
Corporation and for which prices are quoted; (B) the depository méy not pledge eligible collateral in the
form described in subsection (e)4. C. of this section; {C) if the public depository pledges eligible
collateral in the form described in subsection (e)7. of this section, the collateral ratio for such mortgages

shall be one hundred fifty per cent; and (D) if the public depository pledges cligible collateral in the form
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deseribed in subsection (e)8. of this section, such collateral shall be rated in the three highest rating
categories by a rating service recognized by the commissioner. The depository may pledge any other
eligible collateral that is not limited by subdivision (2) of this subsection.]

Sec. 3. Section 36a-338 of the 2012 supplement to the general statutes, as amended by section 42 of
public act 12-96, is repealed and the following is substituted in lieu thereof (Effective from passage):

On each call report date, each qualified public depository shall file with the corumissioner a written

report, certified under oath, indicating (1) the qualified public depository’s tier one leverage ratio and

risk-based capital ratio [and total capital] or net worth ratio, as determined in accordance with applicable

federal regulations and regunlations adopted by the commissioner in accordance with chapter 54, (2) the
uninsured and total amount of public deposits held by the qualified public depository ofher than deposits
that have been redeposited into the qualified public depository by another insured depository institution
pursuant to a reciprocal deposit arrangement that makes such funds eligible for insurance coverage by the
Federal Deposit Insurance Corporation or the National Credit Union Administration, (3) the [amount and

nature] description and market value of any eligible collateral segregated and designated to secure the

uninsured public deposits in accordance with sections 36a-330 to 36a-338, inclusive, and (4) the amount
and the name of the issuer of any letter of credit issued pursuant to Séction 36a-337. Each depository
shall furnish a copy of its most recent report to any public depositor having public funds on deposit in the
depository, upon request of the depositor. Any public depositqry which refuses or neglects to furnish any
report or give any information as required by this séctien shall no longer be a qualified public depository
and shall be excluded from the right to receive public deposits.

Statement of Purpose: To update public deposit laws.
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State Agency: Department of Banking

Liaison; James Heckman
Phone: {(860) 240-8105
E-mail: james.heckman(@ct.gov /

Lead agency division requesting this proposal: Consumer Credit Division:

Agency Analyst/Drafter of Proposal: Stacey Valerio

Title of Proposal

An Act Concerning Consumer Credit Licenses

Statutory Reference 36a-2, 36a-3, 36a-485

36a-486(b)(2)

Proposal Summary

4] Mortgage Regulators owned and operated by the State
d. tlty, for the licensing and registration of

hnical and conforming changes.

¢ existing definition of “system”, which term is now re-

Section 4 amends:Section 36a-21to clarify that information on the system protected by confidentiality or
privilege afforded by any federal ‘or state law retains such protections when disclosed to the system, and
to permit the sharing VSl ch confidential or prwﬂeged information with federal and state regulatory
officials with either mortgage or other financial services industry oversight authority without the loss of
any such protection or privilege.

Section 5 amends Section 36a-51(c) to address system-based surrenders in the event that license types
other than mortgage license types are handled through the system.

Section 6 provides the Commissioner with the authority, in addition to any other duties imposed on him
by law, to require persons engaged in any financial services industry subject to the Commissioner’s
Jjurisdiction to be licensed or registered through the system and authorizes the system to receive and
maintain such records in such event. It provides the Commissioner with additional authority to, by order,




waive, modify or add requirements as reasonably necessary to enable expanded participation in the
system, consistent with the public interest and system requirements and capabilities. Section 6 also
generally provides for the nonrefundability of fees paid to the system, imposes requirements that filings
be made consistent with system procedures and requirements, requires applicants and licensees to timely
and accurately submit any required reports and provides for a challenge procedure regarding factual
accuracy of information on the system.

Section 7 narrows the scope of the exemption for certain attorneys from mortgage loan originator
licensure in Section 36a-486(b}2) to certain Connecticut licensed attorneys, consistent with other
attorney exemptions set forth in Title 36a. '

Please attach a copy of fully drafted bill {required fo

PROPOSAL BACKGROUND

¢ Reason for Proposal

This proposal authorizes the Commissioner to use the Natignwide Mortgage Licensig
Registry for licensing or registration of any person enga n a financial services ind within the
Jurisdiction of the Commissioner and to make other techn: ribed

above.

»  Origin of Proposal esubmission

e Agencies Affected

Agency Name:
Agency Contact (name, title, phone
Date Contacted:

Approve of Proposal )

None

State
None

Federal
None

Additional notes on fiscal impact

¢ Policy and Programmatic Impacts (Please specify the proposal section associated with the impact)

None




AN ACT CONCERNING CONSUMER CREDIT LICENSES.
Be it enacted by the Senate and House of Representatives in General Assembly convened:

Section 1. Section 36a-2 of the 2012 Supplement to the General Statutes, as amended by section 18

of Public Act 12-96, is repealed and the following is substituted in lieu thereof (Effective from passage):

As used in this title, unless the context otherwise requires:

(1) “Affiliate” of a person means any person controlling, controlle ortinder common control
with, that person;

ision pursuantic

(2) “Applicant” with respect to any license or approval

. person who applies for that license or approval;

adttended device, including a
e

ng transactions, including, but not
ia‘.:_

conducted;

(8) “Client” meén: eneficiary of a trust for whom the Connecticut bank acts as trustee, a person

for whom the Connecticut bank acts as agent, custodian or bailee, or other person to whom a Connecticut
bank owes a duty or obligation under a trust or other account administered by such Connecticut bank,

~ regardless of whether such Connecticut bank owes a fiduciary duty to the person;




(9) “Club depos.it” means deposits to be received at regular intervals, the whole amount deposited
to be withdrawn by the owner or repaid by the bank in not more than fifieen months from the date of the
first deposit, and upon which no interest or dividends need to be paid;

(10y “Commissioﬂer” means the Banking Commissioner and, with respect to any function of the

commissioner, includes any person authorized or designated by the commissioner to carry out that

function;
(11) “Company” means any corporation, joint stock compan isociation, partaership,

limited partnership, unincorporated organization, limited liabilitjzcompany or similar organization, but

does not include (A) any corporation the majority of the ghares of W];lich are owned by.the United States

U,

(12) “Connecticut bank” means a bank and trust COl

association chartered or organ

der the laws o gthfisi:'state;

(13) “Connecticul

organized under chapter 66

(14) “Cbnn"e‘ctibut credit Uinion service organization” means a credit union service organization that
is incorporated under th Q'WS of this state, located in this state and established by at least one
Connecticut credit unioﬁ;.

(15) “Consolidation™ means a combination of two or more institutions into a new institution; all

mstitutions party to the consolidation, other than the new institution, are “constituent™ institutions; the

new institution is the “resulting” institution;




(16) “Control” has the meaning given to that term in 12 USC Section 1841(a), as amended from
time to time;

(17) *Credit union service organization” means an entity organized under state or federal law to
provide credit union service organization services primarily to ifs members, to Connecticut credit unions,
federal credit unions and out-of-state credit unions other than its members, and to members of any such

other credit unions;

(21) “Deposit” means funds deposited w '

“Deposit account’™

authority to participate, is¢ than 1o the capacity of a director, in major policy-making functions Qf
such bank, regardless of whether such officer has an official title or whether that title contains a
designation of assistant and regardless of whether such officer is serving without salary or other
compensation. The president, vice president, secretary and treasurer of such bank are deemed to be

executive officers, unless, by resolution of the governing board or by such bank’s bylaws, any such



officer is excluded from participation in major policy-making functions, otherwise than in the capacity of
a director of such bank, and such officer does not actually participate in such policy-making functions;
(27) “Federal agency™ has the meaning given to that term in 12 USC Section 3101, as amended

from time to time;

(28) “Federal bank™ means a national banking association, federal savings bank or federal savings

and loan association having its principal office in this state;
(29) “Federal branch™ has the meaning given fo that term in 12 US S'e tion 3101, as amended

from time to time;

iartered or organized as a fed

(30) “Federal credit union™ means any institution credit union

any other similar capagi

(32) “Financial institifi : ~onnecticut bank, Connecticut credit union, or other person

whose activities inthis:state are stibjeet to the supervision of the commissioner, but does not include a

person'whose activities are subject to the étvision of the commissioner solely pursuant to chapter

672a, 672b or 672¢ or any corﬁbmation thereof:

(33) “Foreign bank™ has the meaning given to that term in 12 USC Section 3101, as amended from

time to time;
(34) “Foreign coﬁﬁtry” means any country other than the United States and includes any colony,
dependency or possession of any such country;
" {35) “Gov-erning board™ means the group of persons vested with the management of the affairs of a

financial institution irrespective of the name by which such group is designated;



(36) “Holding company™ means a bank holding company or a savings and loan holding company,
except, as used in sections 36a-180 to 36a-191, inclusive, “holding company” means a company that
controls a bank;

(37 “Insured depository institution™ has the meaning given to that term in 12 USC Section 1813,
as amended from time to time;

licensed pursuant to the

(38) “Licensee” means any person who is licensed or required to b

applicable provisions of this title;

(39) “Loan” inciudes any line of credit or othf_zr extension?

(45) “Out-

not include a bank, Co

£3

ut credit union, federal credit union or out-of-state credit union;

.(46) “Out-0f~stat§ credit union™ means any credit union other than a Connecticut credit union ora
federal credit union;

(47 “Out-of-state trust company” means any company chartered to act as a fiduciary but does not
include a company chartered under the laws of this state, a bank, an out-of-state bank, a Connecticut

credit union, a federal credit union or an out-of-state credit union;




{(48) “Person” means an individual, company, including a company described in subparagraphs (A)
and (B) of subdivision (11) of this section, or any other legal entity, including a federal, state or municipal
government or agency or any political subdivision thereof;

(49) “Point of sale terminal” means a device located in a commercial establishment at which séles

transactions can be charged directly to the buyer’s deposit, loan or credit account, but at which deposit

transactions cannot be conducted;

unearned interest by a method that is less favorable to the borrower than the actuarialiy

by Section 933(d) of the Housing and Community Dévelop
amended from time to time;
{51) “Reorganized savings bank™ mea

accordance Wiﬂl sections 36a-192 and 36a-193

-mé:ining given to that term in 12 USC Section 3101, as

(53) “Rese lease losses” means the amounts reserved by a Connecticut bank

against possible loan an | lease losses as shown on the bank’s consolidated reports of condition and

-~ income;

(56) “Retail deposits” means any deposits made by individuals who are not “accredited investors”,
as defined in 17 CFR 230.501(a);
(57) “Satellite device” means an automated teller machine which is not part of an office of the

bank, Comnecticut credit union or federal credit union which has established such machine;
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(58) “Savings account” means a deposit account, other than an escrow account established
pursuant to section 49-2a, imto which savings deposits may be made and which account muslt be
evidenced by periodic statements delivered at least semiannually or by a passbook;

(59) “Savings and loan association” means an institution chartered or organized under the laws of

this state as a savings and loan association;

(60) “Savings bank” means an institution chartered or organized under the Taws of this state as a

savings bank;
(61) “Savings deposit” means any deposit other than a def and deposit or‘tziim_c deposit on which

interest or a dividend is paid periodically;

(62) “Savings and loan holding company™ has the & 1o that term in ]_Q;US:C Section

1467a, as amended from time to time;

time to iime:
{66) “State’branch” has tI}é’ meaning given to that term in 12 USC Section 3101, as amended from
time to time;
(67) “Subsidiary’s":-.ﬁas the meaning given to that term in 12 USC Section 1841(d), as amended from
time to time;
(68) “Subsidiary holding company” means a stock holding company, controlled by a mutual

holding company, that holds one hundred per cent of the stock of a reorganized savings institution;




'(69) “Supervisory agency” means: {A) The commissioner; (B) the Federal Deposit Insurance
Corporation; (C) the Resolution Trust Corporation; (D) the Office of Thrift Supervision; (E) the National
Credit Union Administration; (F) the Board of Governors of the Federal Reserve System; (Q) the United
States Comptroller of the Carrency; (H) the Bureau of Consumer Financial Protection; and (1) any

successor to any of the foregoing agencies or individuals;

{70) “System™ means the Nationwide Mortgage Licensing SVstemrqnari{éQ;istry, NMLS. NMLSR,

or such other name or acronvm as may be assigned to the multistate system'developed by the Conference

[(70)] (71) “Time account” means an account into which'ti

[(71)] (72) “Time deposit” means a dép,i

Part 204, as amended from t'iﬁ:;: S0 tim

o

ank” means a Connecticut bank organized to function solely m a fiduciary

< means a Connecticut bank that does not accept retail deposits and for
e Federal Deposit Insurance Corporation or its successor agency is not
required.
Sec. 2. Section 36a-3 of the 2012 Supplement to the General Statutes, as amended by section 6 of
Public Act 12-96, is repealed and the following substituted in lieu thereof (Effective ﬁoﬁf passage):
Other definitions applying to this title or to specified parts thereof and the sections in which they
appear are:

“Account”. Sections 36a-155 and 36a-365.




“Additional proceeds™. Section 36a-746¢.
“Administrative expense”. Section 36a-237.
~ “Advance fee”. Sections 36a-485, as amended by this act. and 36a-615.
“Advertise”, “advertisement™ or “advertising”. Section 362-485, as amended by this act.
“Agency bank”. Section 36a-285. ‘ '
“Agent”. Section 36a-494.
“Alternative mortgage loan”. Section 36a-265.
“Amount financed”. Section 36a-690.
“Annual percentage rate”. Section 36a-690.
“Annual percentage yield”. Section 36a-316.
“Annuities”. Section 36a-455a.
“Applicant”. Section 36a-736.
“APR”. Section 36a-746a.
“Assessment area”. Section 36a-37.
“Assets”. Section 36a-70.
“Asgsociate”. Section 36a-184.
“Associated member”. Section 36a-458a.
“Bank™. Section 36a-30. _
“Bankers’ bank”. Section 36a-70.
“Banking business”. Section 36a-425.
“Basic services”. Section 36a-437a.
“Billing cycle”. Section 36a-565.
“Bona fide nonprofit organization™. [Sé
“Branch”. Sections 36a-145, 36a-410 and
“Branch office”. Section 36a-485, as ame
“Branch or agency net payment entitleme
“Branch or agency net pavment obligation™.
“Broker”. Section 36a-746
“Busmess and mdu nal deve

ections 36a-48 [section] 36a-655.

ment corporatiof
: te”. Section 36a;

A loan™. Sectlon

account”. Section 36a-365.

on 36a-770.

“Community ban ion 36a-70.

“Community credi mion”. Section 36a-37.

“Cornmunity development bank”. Section 36a-70.
“Community reinvestment performance”. Section 36a-37.
“Connecticut holding company”. Sections 36a-53 and 36a-410.
“Consolidate™. Section 36a-145.

“Construction loan”. Section 36a-458a.

“Consumer”. Sections 36a-155, 36a-676 and 36a-695.
“Consumer Credit Protection Act”. Section 36a-676.
“Consumer debtor” and “debtor”. Sections 36a-645 and 36a-800.
“Consumer collection agency”. Section 36a-800.
“Consummation”. . Section 36a-746a.




“Control person”. Section 36a-485, as amended by this act.

“Controlling interest”. - Section 36a-276.

“Conventional mortgage rate”. Section 36a-760.

“Corporate”. Section 36a-435h.

“Credit”. Sections 36a-645 and 36a-676.

“Credit manager”. Section 36a-435b.

“Creditor”. Sections 36a-676, 36a-695 and 36a-800.

“Credit card”, “cardholder” and “card issuer”. Section 36a-676.

“Credit clinic”. Section 36a-700.

“Credit rating agency”. Section 36a-695.

“Credit report”. Section 36a-695.

“Credit sale™. Section 36a-676.

“Credit union service organization”. Section 36a-435b.

“Credit union service organization services”. Section 36a—435b

“Dye novo branch”. Section 36a-410. . :
“Debt”. Section 36a-645.

“Drebt adjustment”. Section 36a-655.

“Debt mutual fund”. Sections 36a-275 and 36a:

“Debt securities”, Sections 36a-275 and 36a-459a.

“Debtor”. Section 36a-655.
““Deliver”. Section 36a-316.

“Deposit™. Section 36a-316.

“Peposit account”. Section 36a-316.

“Peposit account charge”. Section 36a-3,

“Deposit account disclosures”. Section 3

“Deposit contract”. Sect1011 36a—3 16.

“Deposit services” ;

“Depositor™. Sect'

“Depository institt

“Derivative trafisact

“Director”. Section 3

act.

“Electromc payment:in
k,;“Ehgxble collateral”

. Sections 36a-276 and 36a-459a.
ections 36a-276 and 36a-459a.
“Executive officer”, ! Séctions 36a-263 and 36a-469c.
“Expedited Connecticut bank”. Section 36a-70.
“Experience in the mortgage business”. Section 36a-488.
“Federal banking agency”. Section 36a-485, as amended by this act.
“Federal Credit Union Act”. Section 36a-435bh.

“Federal Home Mertgage Disclosure Act”. Section 36a-736.
“FHA loan”. Section 36a-760. '

“Fiduciary”. Section 36a-365.

“Filing fee”. Section 36a-770.

“Finance charge”. Sections 36a-690 and 36a-770.
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“Financial institution”. Sections 36a-41, 36a-44a, 36a-155, 36a-316, 36a-330, 36a-435b, 36a-736
and 36a-755. :

“Financial records”. Section 36a-41.

“First mortgage loan”. Sections 36a-485, as amended by this act, 36a-705, 36a-715 and 36a-725.

“Foreign banking corporation™. Section 36a-425.

“Fully indexed rate”. Section 36a-760b.

“General facility”. Section 36a-580.

“Global net payment entitlement”. Section 36a-428n.

“Global net payment obligation”. Section 36a-428n.

“Goods”. Sections 36a-535 and 36a-770.

“Graduated payment mortgage loan”. Section 36a-265.

“Guardian”. Section 36a-365.

“High cost home loan”. Section 36a-746a.

“Holder”. Section 36a-596.

“Home banking services™. Section 36a-170.

“Home banking terminal”. Section 36a-170.

“Home improvement loan™.: Section 36a-736.

“Home purchase loan”. Section 36a-736.

“Home state”. Section 36a-410.

“Housing finance agency”. Section 36a-487.

“Immediate family member”. [Section] Sections 36a-43
" this act. .
“Independent contractor”. Section 36a%
“Individual”. Section 36a-485, as amend:
“Tnsider”. Section 36a-454b. -
“Instaliment loan contract”. Sections 36a-5
“Insurance”. Section 36a-455a.
“Insurance bank™. Sééii'ori""36:a"' 85.
“Insurance departm,
“Interest™. Section
“Interest rate”.

section]| 36a-485, as amended by

s.amended by
§=act.

“Loss”. Section 0.
“Made in this statg}’;f—"‘. Section 36a-770.

“Main office”. Section 36a-485_as amended by this act.
“Managing agent”. Section 36a-365.

“Manufactured home”. Section 36a-457h.

“Material litigation™. Section 36a-596:

“Member”. Section 36a-435b.

“Member business loan”. Section 36a-458a.

“Member in good standing”. Section 36a-435b.
“Membership share”. Section 36a-435b.

“Mobile branch™. Sections 36a-145 and 36a-435b.
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“Money order”. Section 36a-596.

“Money transmission”. Section 36a-365.

“Mortgage”. Section 36a-760g.

“Mortgage broker”. Sections 36a-485, as amended by this act, 36a-705 and 36a-760.

“Mortgage correspondent lender”. Section 36a-485, as amended by this act.

“Mortgage insurance™. Section 36a-725.

“Mortgage lender”. Sections 36a-485, as amended by this act, 36a-705 and 36a-725.

“Mortgage loan”. Sections 36a-261, 36a-265, 36a-457b and 36a-736.

“Mortgage loan originator”, Section 36a-485, as amended by this act.
. “Mortgage rate lock-in”. Section 36a-705.

“Mortgage servicing company”. Section 36a-715.

“Mortgagor”. Section 36a-715.

“Motor vehicle”. Section 36a-770.

“Multiple common bond membership”. Section 36a-435b.

“Municipality”. Section 36a-800.
“Net outstanding member business loan balance™. Section3 6a-458a.
“Net worth”. Sections 36a-441a, 36a-458a and 36a=596.
“Network™. Section 36a-155.
“Nonprime home loan”. Section 36a-760.
“Nonrefundable”. Section 36a-498.
“Nontraditional mortgage product™. Sectlon 36a-48%a.
“Note account™. Sections 36a-301 and:36a-456b.
“Office”. Sections 36a-23, 36a-316 and 5. as amended bv i
“Officer”. Section 36a-435b.
“Open-end credit plan”. Section 36a-67
“Open-end Hne of credit”. Section 36a-76
“Open-end loan™. Sectlo 36a-565.
“Orgamzatlon

“Prmmpal
“Processor”. .
“Public deposit”. ion 36a-330.

“Purchaser”. Section 36a-596.

“Qualified financial contract™. Section 36a-428n.

“Qualified public depository” and “depository”. Section 36a-330.

“Real estate”. Section 36a-457b. :

“Real estate brokerage activity”. Section 36a-485, as amended by this act.
“Records”. Section 36a-17.

“Registered mortgage loan originator”. Section 36a-485, as amended by this act.
“Related person”™. Section 36a-53. '

“Relocate™. Sections 36a-145 and 36a-462a.

“Residential mortgage loan”. Section 36a-485. as amended by this act.
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“Residential real estate™. Section 36a-483, as amended by this act.
“Resulting enfity”. Section 36a-34.
“Retail buyer”. Sections 36a-535 and 36a-770.
“Retail credit transaction”. Section 42-100b.

 “Retail installment contract”. Sections 36a-535 and 36a-770.
“Retail installment sale”. Sections 36a-535 and 36a-770.
“Retail seller”. Sections 36a-535 and 36a-770.
“Reverse annuity mortgage loan™. Section 36a-265.
“Sales finance company”. Sections 36a-535 and 36a-770.
“Savings department”. Section 36a-285,
“Savings deposit”. Section 36a-316.
“Secondary mortgage loan”. Section 36a-485, as amended by thi.
“Security convertible into a voting security”. Section 36a-184.:.
“Senior management”. Section 36a-435h.
“Settlement agent”. Section 36a-494,
“Share”, Section 36a-435b.
“Simulated check™. Section 36a-485, as amended by
“Single common bond membership”. Section 36
“Special mortgage”. Section 36a-760c.
“Social purpose investment”. Section 36a-277.
“Sponsored”. Section 36a-485, as amended by this act.
“Standard mortgage loan”. Section 364:265
[“System™. Section 36a-485.]"
“Table funding agreement”. Section 36
“Tax and loa.n account” Sections 36a-301: nd 36

“Time account”.
“Travelers check’
“Troubled Conng;
“Unique identifier
“Unsecured loan”. S

inclusive, unless the coi therwise requires:

(1) “Advance fee’¥means any consideration paid or given, directly or indirectly, to a mortgage
lender, mortgage correspondent lender or mortgage broker required to be licensed pursuant to sections
36a-485 to 36a-498f, inclusive, and sections 36a-534a and 36a-534b, prior to the closing of a residential

mortgage loan to any person, including, but not limited to, loan fees, points, broker’s fees or

commissions, transaction fees or similar prepaid finance charges;
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(2) “Advertise”, “advertisement” or “advertising” means the use of any announcement, statement,
assertion or representation that is placed before the public in a newspaper, magazine or other publication,
or in the form of a notice, circular, pamphlet, letter or poster or over any radio or television station, by
means of the Internet, or by other electroﬁic means of distributing Vinformation, by personal contact, or in

any other way;

(3) “Branch office” means a location other than the main office at which a licensee or any person

on behalf of a licensee acts as a mortgage lender, mortgage correspondentlender or mortgage broker;

s.control over another

(4) “Control person” means an individual that directly or_i!ndi'i‘écﬂy eXercis
person. Any person that (A) is a director, general partne or ge'macutive officer; (B) directly or indirectly

has the right to vote ten per cent or more of a class of any vdfi11g secu_r'fitfy_pr has the powerto sell or direct

the sale of ten per cent or more of any class of voting securities; (C)-in the case of a limited liability

company, is a managing member; or (D) in thi of a partnership, h'a:: ‘the right to receive upon

dissolution, or has contributed, ten per cent.or r is presumed to be a control person. For

purposes of this subdivision, #¢0

Protection Act, 1

(7) “Employee™ an individual (A) whose manner and means of work performance are
subject to the right of control of, or are controlled by, a person, and (B) whose compensation is reported
or required to be reported on a W-2 form issued by the controlling person. For purposes of the definition

2 44

of “registered mortgage loan originator”, “employee” has the foregoing meaning or such other meaning as
the federal banking agencies may issue in connection with such agencies’ implementation of such

agencies’ responsibilities under the S.A.F.E. Mortgage Licensing Act of 2008, 12 USC 5101 et seq.;
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(8) “Federal banking agency” means the Bogrd of Governors of the Federal Reserve System, the
Comptroller of the Currency, the Director of the Office of Thrift Supervision, the National Credit Union
Administration and the Federal Deposit Insurance Corporation;

(9) “Tirst mortgage loan™ means 2 residential mortgage loan that is secured by a first mortgage;

(10) “Immediate family member” means a spouse, child, sibling, parent, grandparent or grandchild

the retaining person;

(12) “Individual” means a natural person;

ocessing or underwriting of a

consumer to obtain the information necessary

(15) “Mort broker” means a person who (i) for compensation or gain or with the
expectation of compen r gain (1) takes a residential mortgage loan application, or (I} offers or
negotiates terms of a residential mortgage loan, and (ii) is not the prospectiveé source of the funds for the
residential mortgage loan, (B) but does not include (i) an individual who is licensed as a mortgage loan
origiﬁator acting as a mortgage loan originator on behalf of such mortgage loan originator’s sponsorin_g

mortgage lender, mortgage correspondent lender, mortgage broker or exempt registrant, or (ii) an
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-individual exempt from mortgage loan originator licensure under subdivision (2) of subsection (b) of

section 36a-486, as amended by this act, when acting within the scope of such exemption;
(16) “Mortgage correspondent lender” means a pefs-on engaged in the business of making
residential mortgage loans in such person’s own name where the loans are not held by such person for

more than ninety days and are funded by another person through a warehouse agreement, table funding

agreement or similar agreement;

(17) “Mortgage lender” means a person engaged in the business of mgil_(ing residential mortgage

pensation or gain-or with the

expectation of compensation or gain, either for such individual

such individual, (A) takes a residential mortg _

unless the péffson is compensated by a mortgage lender,

er or oﬂléiiiﬁloﬂgage loan originator or by any agent of

loans on behalf of miortgagee and who does not otherwise act as a mortgage loan originator, unless the

;H0using and Urban Development, the Bureau of Consumer Financial

United States Departrﬁenﬂ
Protection or a ¢court of “.c.rc;mpetent Jurisdiction defermines that the S.AF.E. Mortgage Licensing Act of
2008, 12 USC Section 5101 et seq., requires such individual to be licensed as a mortgage loan originator '
under state laws implementing said S.A F.E. Mortgage Licensing Act;

{19) “Office™ means a branch office or a main office;
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{20) “Person” means a natural person, corporation, company, limited lability company,
partnership or association;

(21) “Pnncipal amount of the loan” means the gross amount the borrower is obligated to repay
including any prepaid finance charge that is financed, and any other charge that is financed;

(22) “Real estate brokerage activity” means any activﬁy that involves offering or providing real

estate brokerage services to the public, including (A) acting as a real estatggagent or real estate broker for

on b’ehaff o

: =
a contract relating to the sale, purchase, lease, rental or exchange of real property, oth

estate broker under any applicable law; and (
described in this subdivision;

(23) “Registered mortgage |

that is secured by gage, deéd of trust or other equivalent consensual security interest on a dwelling

or residential real estate’ which is constructed or intended to be constructed a dwelling;
(25) “Residential real estate” means any real property located in this state, upon which is
constructed or intended to be constructed a dwelling;

(26) “Secondary mortgage loan” means a residential mortgage loan that is secured, in whole or in

part, by a mortgage, provided such property is subject to one or more prior mortgages;
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(27) “Simulated check™ means a document that imitates or resembles a check but is not a
negotiable instrument;

(28) “Sponsored” meéns employed or retained as an independent contractor;

[(29) “System” means the Nationwide Mortgage Licensing System and Registry developed and

maintained by the Conference of State Bank Supervisors and the American Association of Residential

niortgage correspondent

Mortgage Regulators for the licensing and registration of mortgage lende

(1) Examination and:investigation reports and information contained in or derived from such

reports, including examination reports prepared by the commissioner or prepared on behalf of or for the
use of the commissioner;
(2) Confidential supervisory or investigative information obtained from a state, federal or foreign

regulatory or law enforcement agency;
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(3) Information obtained, collected or prepared in connection with examinations, inspections or
investigations, and complaints from the public received by the Department of Banking, if such records are
protected from disclosure under federal or state law or, in the opinion of the commissioner, such records
would disclase, or would reasonably lead to the disclosure of: {(A) Investigative information the

disclosure of which would be prejudicial to such investigation, until such time as the investigation and all

related administrative and legal actions are concluded; (B) personal or ﬁn_anfélal zﬁfomlation, including

account or loan information, without the written consent of the person or pérsens to whom the

information pertains; or (C) information that would harm the r

tation of any person or affect the safety

Ty,

e subject to the supervision of the.

and soundness of any person whose activities in this stat

commissioner, and the disclosure of such information undégthis subp

=2,

b

aph would not be in the public

interest; and

appropriate circimstances to profect the confidentiality of any such record and order that any such record

on file with the cou r filed in connection with the court proceeding be sealed and that the public be

excluded from any portion.of the proceeding at which any such record is disclosed.

{c) No director, dEﬁcer, employee or agent of any Connecticut bank or Connecticut credit union
shall disclose without the prior written consent of the commissioner any information contained in an
examination report about such bank or credit union, which information is not otherwise a matter of public

record.
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(d) (1) [The provisions of subsections (a) and (b) of this section shall not apply to the disclosure of
any record provided to or maintained by the commissioner with the system. Except as otherwise provided
in Section 1512 of the federal S.A F.E. Mortgage Licensing Act of 2008, any requirements under federal

law or any law of this state, including this section and chapter 14 and any privilege arising under federal

law or any law of this state, including the rules of any federal court or court of this state that protect the

officials that have oversight authority over the mortgage industry mthgut the‘io

of confidentiality protections provided by federal law or

ie laws of fhis state.] In ordh

effective reculation and reduce regulatory burden thréﬁgh Suﬁe_rviso

otherwise provided in this section. the requirements under any federal or state law regarding the privacy

agreements

Supervisors, the“ ican Assg¢iation of Residential Mortgage Regulators or associations representing,
governmental agencie\s.’

(2) Any information or material that is [protected from disclosure under subdivision (1) of this
subsection] subject to privilege or confidentiality under subdivision (1} of this subseqtion shall not be
subject to (A) disclosure under any federal or state law governing disclosure to the public of information
held by an officer or agency of the federal government or the respective state; or (B) subpoena, discovery

or admission into evidence in any private civil action or administrative process, except a person may, at
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such person’s discretion, waive in whole or in part a privilege held by the system concerning such
information and material.

3 )‘ Aﬁy law of this state relating to the disclosure of confidential supervisory information or of any
information or material described in subdivision {1y of this subsection that is inconsistent with

subdivision (1) shall be superseded by the requ.irements of this subsection.

{e) The confidentiality provisions of this section shall not apply to rds relating to the

employment history of, and publicly adjudicated discipliary and enfértemgrit. actions against, [mortgage

loan originators or loan processors or underwriters] persons thatare included i system for access by

the public.

surrender on the system shall bé effective unitil the request for surrender is accepted by the commissioner.

Surrender of* jicense shall n'ot"af-fcct thé_licensee’s civil or criminal liability, or affect the

commissioner’s ability. to impose an administrative penalty on the licensee pursuant to section 36a-50 for

acts committed prior to'the surrender. If, prior to receiving the license, or, in the case of a license issued

[pursuant to part I of ch;':ipter 668,] through the system, prior to the filing of a request to surrender a

license, [under section 36a-490,] the commissioner has instituted a proceeding to suspend, revoke or
refuse to renew such license, such surrender or request to surrender will not become effective except at
such time and under such conditions as the commissioner by order determines. If no proceeding is

pending or has been instituted by the commissioner at the time of surrender, or, in the case of a license
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issued [pursuant to part I of chapfer 668,] through the system. at the time a request to surrender is filed,

the commissioner may still instifute a proceeding to suspend, revoke or refuse to renew a license under

subsection (a) of this section up to the date one vear after the date of receipt of the license by the ‘

commissioner, or, in the case of a license issued [pursuant to part I of chapter 668,] through the system,
up fo the date one year after the date of the acceptance by the commissioner of a request to surrender a

license. [under section 36a-490.]

Sec. 6. (NEW) (Effective from passage): (a) In addition to a:ny;b:ﬂlie.:'rfduties imposed upon the

(1 B__a_éiﬁégrqund checks, inéludmg in th f any form of business organization, checks on the

individuals comprising the ownepéhip orm anagement of such organization, for criminal history through

(A) fingerprint submission to the Federal Bureau of Investigation or other state, national or international

criminal databases, (B) ciyil, criminal or administrative records from any governmental jurisdiction, (C)
credit history, including;:;n independent credit report obtained from a consumer reporting agency
described in Section 603(p) of the Fair Credit Reporting Act, 15 USC 1681a, or (D) any other information
as deemed necessary by the system; (2) the payment of fees to apply for or renew licenses or registrations
through the system; (3) the setting of resetting of license expiration, renewal or transition dates or

reporting dates or forms; and (4) the requirements for amending or surrendering a license or any other

-7 -



such activities as the commissioner deems necessary for participation in the system. Such information
may thereafter be used by the commissioner to determine the applicant’s eligibility for licensing under
applicable law and any order issued by the commissioner hereunder. For the purpose of participating in
the system, the commissioner may by order waive or modify, in whole or in part, any applicable

requirement of title 36a of the general statutes and establish new requirements as reasonably necessary to

participate in the system. For the purposes of implementing an orderly an icient licensing process, the

other entities designated by the system to collect:

other fees related to licensees-or.of

system.

information entered int(; the system by the éommissioner. Such challenge shall (1) be made in writing to
the commissioner, (2) set forth the specific information being challenged, and (3) include any evidence
which supports the challenge. Challenges shall be limited to the factual accuracy of information within
the system. If the commissioner determines that the information entered into the system is factuaily

inaccurate, the commissioner shall take prompt action to correct such information. Nothing in this
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subdivision shall be copstrued to permit a chatlenge under this section to the merits or factual basis of any
administrative action taken by the commissioner pursuant to title 36a of the general statutes.
(f) Any person making any filing or submission of any mformation on the system shall do so in

accordance with the procedures and requirements of the system, shall pay applicable fees or charges to

‘the system. Each person required to obtain registration or licensure through the system shall tumely

submit to the system accurate reports that shall be in such form and containisuch foformation as the

shall be prorated if the license or registration

of the period for which it was approved.

suspension, pending proceedings for revocation or refusal to renew and an opportunity for a hearing on

irgiﬁince with section 36a-51 of the general statutes, and require such licensee to take or

tion that, in the opinion of the commissioner, will effectuate the purposes of

refrain from taking such:
this subdivision.
(i) The commissioner may deem an application for a license or registration on the system

abandoned if the applicant fails to respond to any request for required information. The commissioner

~ shall notify the aﬁplicant on the system that if such information is not submiited not later than sixty days

from the date of such request the application shail be deemed abandoned. An application filing fee paid

-2 -




prior to the date an application is deemed ﬁbandoned pursuant to this subsection shall not be refunded.
Abandopment of an application pursuant to this subsection shall not preclude the applicant from
submitting a new application for a license or regjstration.

(i) The commissioner may issue a temporary order to cease business under a license or registration
if the commissioner determines that such license or registration was issued erroneously, The

commissioner shall give the licensee an opportunity for a hearing on such :

¢tion m.accordance with

section 36a-52 of the general statutes. Such temporary order shall bg@blne tive upon receipt by the

R

52012 Suppleme:fi, o the General

=g

the following substituted in lieu

loan secured by a dwelling that served as the individual’s residence, unless the context demonstrates that

such individual engaged in suchiactivitics with a degree of habitualness or repetition; (I}) a Connecticut

licensed attorney wh.ornegrcr)itlat‘es the terms of a residential mortgage loan on behalf of a client as an
ancillary matter to the a&;)mey’ s representation of the client, unless the attorney is compensated by a
mortgage lender, mortgage correspondent lender, mortgage broker or other mortgage loan originator or by
" any égent of such mortgage lender, mortgage coneépondent lender, mortgage broker or other mortgage
loan originator; (E) an individual who takes a residential mortgage loan application or offers or negotiates

terms of a residential mortgage loan as an employee of a federal, state or local government agency or

_25.




housing finance agency exempt from licensure pursuant to section 36a-487 and who does so only

pursuant to such individual’s official duties as an employee of such agency; (F) an individual who takes a

residential mortgage loan application or offers or negotiates terms of a residential mortgage loan as an
employee of an organization that has obtained bona fide rionprofit status from the commissioner and is

“exempt from licensure pursuant to section 36a-487 and who does so only pursuant to such individual’s ,

official duties as an employee of such organization; and (G) an individual tfers or negotiates the

terms of a residential mortgage loan secured by a dwelling that is no idual’s residence but s

saged in such activities

Statement of Purpose: To authorize the Banking Comr:hissioner:_to.gse the Nationwidé Mortgage

¥
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Agency Legislative Proposal - 2013 Session

Document Name (e.g. OPM10158udget.doc; 0TG1015Policy.doc):
AN ACT CONCERNING BANKS

(If submitting an eiectronically, please tabe! with date, agency, and title of proposal —092611_SDE_TechRevisions)

State Agency: Department of Banking

Liaison: James Heckman
Phone: {860) 240-8105
E-mail: James.heckman@ct.gov

Lead agency division requesting this proposal: Financial Institutions Division

Agency Analyst/Drafter of Proposal: Nirja Savill

- Title of Proposal: An Act Concerning Banks

Statutory Reference:

Sections 36a-21{c}and 36a-127, and Sections 36a-145(0) and 36a-262, as amended by P.A. 12-95.

Proposal Summary

This proposal

1. Amends Section 36a-21(c) ta expand the prohibition against officers, directors and employees of Connecticut banks and
Connecticut cradit unions disclosing information in examination reports without the approval of the Commissioner to include
entities licensed to act as trustee and to entities icensed as business and industrial development corporations;

2. Makes a technical amendment to Section 36a-127;

3. Amends Sections 36a-145(c) to authorize Connecticut banks to establish loan production offices outside Connecticut;

4. Makes a technical amendment to Section 36a-262(a);

Please attach a copy of fully drafted bill (required for review)

PROPOSAL BACKGROUND

@ Reason for Proposal

Please consider the following, if applicable: )

{1} Have there been changes in federal/state/local laws and regulations that make this legisiation necessary?

{2) Has this proposal or something similar been implemented in other states? If yes, what is the outcome(s)?

{3} Have certain constituencies calfed for this action?

(4}  What would happen if this was not enacted in law this session?
The amendment to Section 36a-21(c) is necessary to prevent the disclosure of financial information that is contained
in the examination reparts.
The amendment to Section 36a-145 would allow Connecticut banks to open loan production offices outside
Connecticut. Under current law, Connecticut banks may establish only a branch or limited branch outside
Connecticut.
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e  Origin of Proposal __X_New Proposal ___ Resubmission

if this is a resubmission, please share: . .
(1) What was the reason this proposal did not pass, or if applicable, was not included in the Administration’s package?
(2) Have there been negotiations/discussions during or after the previous legislative session to improve this proposal?
(3} Who were the major stakeholders/advocates/legisiators involved in the previcus work on this legislation?
{4) What was the last action taken during the past legisiative session?

PROPOSAL IMPACT

e - Agencies Affected (please list for each affected agency)

Agency Name:
Agency Contact {name, title, phone):
Date Contacted:

Approve of Proposal _YES X__NO __ Talks Ongoing

Summary of Affected Agency’'s Comments

will there need to be further negotiation? ___ YES X_NO

e Fiscal Impact (please include the proposal section that causes the fiscal impact and the anticipated impact)

Municipal (please include any municipal mandate that can be found within legislation)

State

Without the amendment to Section 36a-145(0), a Connecticut bank’s application for an out-of-state loan preduction office
would be processed as a limited branch application. While the application fee for a loan producticn office is $500 less than that
for a limited branch, the reduced fee is appropriate in light of the reduced time required to process the lean production office
filing. The fiscal impact of the amendment wouid be minimal since the department has received only 2 applications since 2010
for out-of-state imited branches that are loan production offices.

Federal
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Additional notes on fiscal impact

« Policy and Programmatic Impacts (Please specify the proposal section associated with the impact)

An Act Concerning Banks

Be it enacted by the Senate and House of Representatives in General Assembly convened:

Section 1. Subsection {c} of section 36a-21 of the general statutes is repealed and the following is

substituted in lieu thereof (Effective from passage):

{c) No director, officer, employee or agent of any Connecticut bank, [or] Connecticut credit union_or

licensee under sections 36a-380 or 36a-628 shall disclose without the prior written consent of the -

commissioner any information contained in an examination report about such bank, for] credit union[,]

or licensee, which information is not otherwise a matter of public record.

Sec. 2. Section 36a-127 of the general statutes is repealed and the following is substituted in lieu

thereof {Effective from October 1, 2013):

A Connecticut bank may merge with one or more of its affiliates that are not banks or out-of-state

banks, provided the resulting institution is a Connecticut bank. Such merger shall be effected in

accordance with the provisions of section 36a-125 as if such affiliate were a constituent bank, except,
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with respect to any provision therein governing corporate procedure, including the rights of dissenting
members or shareholders who assert existing appraisal rights, such affiliate shall comply with the laws of

the state or other jurisdiction under which such affiliate is organized. Any such affiliate shatl alsc comply

with other applicable laws of the state or other jurisdiction under which such affiliate is organized

concerning such mergers.

Sec. 3. Subsection (o) of section 36a-145 of the general statutes, as amended by Public Act 12-96, is

repealed and the following is substituted in lieu thereof (Effective from passage):

(o) With the approval of the commissioner, a Connecticut bank may establish a loan production office

[in} inside or outside of this state.

Sec. 4. Subsection (a) of section 36a-262 of the general statutes, as amended by Public Act 12-96, is

repealed and the following is.substituted in lieu thereof (Effective from passage):

(a) Except as otherwise provided in this section, the total direct or indirect liabilities of any one obligor
that are not fully secured, however incurred, to any Connecticut bank, exclusive of such bank's
investment in the investment sgcurities of such obligor, shall not exceéd at the time incurred fifteen per
cent of the equity capital and reserves for loan and .Iease losses of such bank. The total direct or indirect
liabilities of any one obligor that are fully secured, however incurred, to any Connecticut bank, exclusive
of such bank's investment in the investment securities of such obligor, shall not exceed at the time
incurred ten_per cent of the equity capital and reserves for loan and lease losses of such bank, provided
this limitation shall be separate from and in addition to the limitation on liabilities that are not fully
secured. Notwithstanding any provision of this subsection, the limitation on the liabilities of any one

obligor shall take into account the credit exposure to such obligor arising from a derivative transaction.
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The commissioner shall have the authorffy to establish fhe method for determining the credit exposure
and the extent to which the credit exposure shall be taken into account..As used in this subsection,
"derivative transaction” includes any transaction that is a contract, agreement, swap, warrant, note or
'option that is based, in whole or in part, on the value of any interest in, or any quantitative measure or
the occurrence of any event fleading] relating to, one or more commodities, securities, currencies,
interest or other rates, indices or other assets. The commissioner may adopt regulations in accordance
| with the provisions of chapter 54 establishing the_method for determining credit exposure to derivative
transactions and the extent to which the credit exposure shall be taken into account. For purposes of
this section, a liability shall be considered to be fully secured if it is secured by readily marketable
collateral having a market value, as determine_d by reliable and continuously available price quotations,
at least equal to the amount of the liability. For purposes of determining the limitations of this section,
in computing the liabilities of an obligor, a liability is incurred at the time of the closing of the
transaction, unless such closing is preceded by a legally binding written commitment to enter into the

transaction, in which case such liability is incurred at the time of commitment and is net of any liabilities

of the obligor to such bank that will be paid with the proceeds of the cammitment at the time of closing.

The ]imitétipns provided for in this subsection may be exceeded for a period of time not to exceed six
hours if at the closing of any transaction ét which such obligor incurs such liabilities to a Connecticut
bank in excess of suéh limitations, such bank immediately assigns or participates out to one or more
other persons an amount that constitutes not Ieés than the excess err the applicable limitation.
Obligations as endorser or guarantor of negotiable or nonnegotiéble installment consumer péper which
carry an agreement to repurchasé on default, unless the bank's sole recourse is to an ggreed reserve
held by it, in which case the liability shall be excluded, a full recourse endorsement or an unconditional

guarantee by the person, partnership, association ar corperation transferring the same, shall be subject
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under this section to a limitation of fifteen per cent of the bank's equity capital and reserves for loan and
lease losses in addition to the applicable [imitations of this section with respect to the makers of such
.obligations; provided, upon certification by an officer of the bank designated for that purpose by the
governing board that the responsibility of each maker of such obligations has been evaluated and the -
bank is relying primarily upon each such maker for the payment of such obligations, the limitations of
this section as to the obligations of each maker shall be the sole applicable loan limitation; and provided

such certification shall be in writing and shall be retained as part of the records of such bank.



Agency Legislative Proposal - 2013 Session

Document Name: 092812 DOB Moneylr MtgServicers CCAG.doc

AAC Money Transmission, Mortgage Servicers and Consumer Collection Agencies

(If submitting an electronically, please label with date, agency, and title of proposal — 092611 _SDIE TechRevisions)

State Agency: Department of Banking

Liaison: James Heckman
Phone: {860) 240-8105

E-mail: james.heckman{@ct.gov

Lead agency division requesting this proposal: Consumer Credit DiViSiqn

Agency Analyst/Drafter of Proposal: Stacey Serrano and D

Title of Proposal

An Act Concerning Money Transmission, Mortgage Servicers an. émsumer Collection Agencies

Statutory Reference 36a-595, 36a-596, 36a-597, Toa. 598,363, 599, 3642600, 36a-601, 36a-602,
36a-603, 36a-604, 36a-605, 36a-606, 36a-606a, 36a-607, 36a-608, 36a:609, 36a-610, NEW, 36a-715,
36a-716, 36a-717, 36a-718, 36a:1-36a-3, 36&—65(0)(6} 36a—412(a)(4) 49-2a, 49-2c, 36a-800, 36a-801,
36a-805, 36a-308

Proposal Summary

Section 1 amends Secti

provided by persons=that are not 11censed authorized delegates or exempt. It also adds a prohibition
against selling stored Value and advertlsmg or soliciting money transmission services.

Section 4 amends Section 36a—598 to require additional information by an applicant seeking a money
transmitter license and clarifies that any change in application information must be provided to the ‘

. commissioner no later than fifteen days after knowledge of such change. It also requires that a licensee
notify the commissioner concerning indictments of certain persons for felonies or misdemeanors
involving the money transmission business.

Section 5 amends Section 36a-599 to specify that licensing fees are nonrefundable and requirements upon
surrender of a license.

Section 6 amends Section 36a-600 to conform the statutory language concerning the issuance of money
transmitter licenses with current procedure. It also allows the commissioner to deny a money transmitter




application if certain persons are listed on the nationals and blocked persons list.

Section 7 amends Section 36a-601 to require the commissioner to suspend a renewal license if an
investigation or license fee made by ACH is returned.

Section § amends Section 36a-602 to revise and make explicit certain requirements concermng a
licensee’s bond.

Section 9 amends Section 36a-603 to require that a licensee maintain permissible investments valued in
the amount of all outstanding money transmissions, rather than just outstanding payment instruments and
stored value obligations. It alse adds requirements that current receivable account for 30% of the
value of permassible investments and no person account for more than 109 uch receivables.

Section 10 amends Section 36a-604 to require that the net worth req ’ ts of a licensee be based on

tangible net worth.

Section 11 amends Section 36a-605 to make certain conforming changes reflectingt
and new provisions of the act.

e new definitions

Section 12 amends Section 36a-606 to clarify the type of fi
by licensees with the commissioner.

Section 13 amends Section 36a-606a to clari!
Transactions Reporting Act (“CFTRA™) may
CFTRA may be deemed a violation of the act.

the commissioner of any authorized
ing changes to reflect the revised definitions.

transmission sé
Service.

Section 17 amends Sect 10 to reflect the new sections 18 and 19 in the act.

Section 18 adds a new section specifying record requirements of money fransmitter licensees.

Section 19 adds a new section requiring that licensees notify the commissioner not later than fifteen days
after any change in the list of authorized delegates or locations in this state where the licensee or
authorized delegate engages in the business of money transmission, sells payment instruments or stored

value.

Section 20 amends Section 36a-715 to add, revise and delete certain definitions applicable to the
mortgage servicer regulatory scheme.

Sections 21 and 22 amend Sections 36a-716 and 36a-717, respectively, by replacing the term “mortgage
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servicing company” with “mortgage servicer”, in accordance with the amended definitions.

Section 23 amends Section 36a-718 to add a new requirement that a person acting as a mortgage servicer
must obtain a license from the Banking Commissioner for its main office and each branch oftice from
which it conducts business unless exempt from licensing requirements, effective January 1, 2014. The
amendment also deletes the current text of Section 36a-718 concerning the commissioner’s enforcement
authorlty over mortgage servicers, as the commissioner’s enforcement authority will now be incorporated
in the new section 16.

Section 24 adds a new section that specifies the application requirements and prerequisites to mortgage
servicer licensure by the commissioner.

Section 25 adds a new section that specifies various requirements concemmg a mortgage servicer license,
including transferability, name requirements and the process for surrendermg a license. It also specifies
the timeframe that certain events must be noticed to the oommlssmner by a mortgage servicer licensee.

Section 26 adds a new section specifying the term of a mortiage sérvicer hcense' 'ap_d fees required.

it a violatioo.tof the act if a mortgage servicer fails to comply
servicing.

CUTPA.

Section 34 adds a new. sect1on that provides the commissioner with authority to conduct examinations and
investigations n Connectlo Wlth mortgage servicer activity.

Section 35 adds a new section that provides the commissioner with authority to take enforcement action
against mortgage servicer licensees and persons who violate the requirements of the mortgage servicing
act. ' '

Section 36 adds a new section that provides the commissioner with authority to adopt regulations under
the mortgage servicing act.

Section 37 adds a new section that specifies that the requirements of the act apply to persons who act as
mortgage servicers on or after January 1, 2014. '

Section 38 amends Section 36a-1 by replacing the term “mortgage servicing company” with “mortgage
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servicer”, in accordance with the amended definitions.
Section 39 amends Section 36a-3 to reflect the amendments made to the definitions in section 36a-715.

Section 40 amends Section 36a-65(c)(6) to require a mortgage servicer hicensee pay the cost of an
examination.

Section 41 amends Section 36a-412(a}(4) to include the new statutory prov1510ns applicable to mortgage
servicers.

Sections 42 and 43 amend Sections 49-2a and 49-2c by replacing the term ‘_f__
with “mortgage servicer”, in accordance with the amended definitions.

rtgage sérvicing company”

Section 44 amends Section 36a-800 to add definitions for the terms. “branch office” and “main office”. It
also amends the definition of “consumer collection agency™ to mclude persons:who buy delinquent debts
and then engage in the business of collecting on such debts, ¢ 1:3s

business is cbnducted; to require an applicant to provide su
criminal convictions of the applicant and certain specified pr

‘mation pertammg to the history of
of the apphcant as the
; and to require that, prior to

responsibility, character, reputation, integrity zind geﬂé
prmclpals of the apphcant are such as to warrant behef s:Will be operated soundly and

the consumer collection agency

withdrawn from such accoun"

Section 47 adds: a new section th will require each consumer collection agency to comply with the
apphcable prov151ons of the federal Fair Debt Collection Practices Act and provide that a violation of such
provisions would be deemed a v101at10n of under Connecticut law, which would allow the Banking
Commissioner to tak ,enforcement action.

Section 48 amends Section 364-805 to remove the restriction on consumer collection agencies from
buying claims, in contemplation that such debt buyers would become regulated as a result of the changes
made to the definition of “consumer collection agency™. This proposal would require each consumer
collection agency to obtain a copy of any contract between a consumer debtor and creditor to enable the
consumer collection agency to determine whether the consumer debtor is legally liable for collection fees
that are added to the debt being collected and would make it a vielation for a consumer collection agency
to fail to inform a consumer debtor that the debt may be subject to a statute of limitations.

Section 49 amends Section 36a-808 to authorize the Commissioner to bring cease and desist actiong
against violators of the consumer collection agency statutes and regulations in addition to the authority
the Commissioner already has to seek civil monetary penalties.




Please attach o copy of fully drafted br’ﬂ {required for review) ‘




PROPOSAL BACKGROUND

@ Reason for Proposal

This proposal enhances regulatory requirements of money transmission licensees, including requiring that
licensees keep permissible investments in an amount sufficient to cover all outstanding money
transmissions and promptly update the commissioner upon changing locations or authorized delegates.
This proposal also makes other conforming changes consistent with industry standards to ease
administration and enforcement of the act by the commissioner,

To better protect residents who have residential mortgage loans secured by property in Connecticut, this
proposal creates a new regulatory scheme to be administered by the Banking' Commissioner governing
persons that act as mortgage servicers effective January 1, 2014. The scheme requires that certain
mortgage servicers be licensed and all mortgage servicers comply W]th certain standards of conduct and
regulatory and disclosure requirements, and provides the commissioner with. authority to take
enforcement action against persons and licensees who v1olate g prov1510ns of the act.

This proposal brings debt buyers within the jurisdiction
enhances certain application requirements, recordkeepi
agencies and requires consumer collection agencies to take'¢
fegal obligation to pay collection fees and to advise consume
due to a statute of limitations. :

¢  Origin of Proposal Resubmission

X New Proposal

e Agencies Affected

Agency Name: Office ¢
Agency Contact (name, title, pho
Date Contacted: September 24, 2

Budzik, A 1stant Attorney General (860) 240-8270

Approve of ngposal O X Talks Ongoing

Summary of Affécted Agency’s-Commeénts

Wil there need to be further ne

e Fiscal Impact (please include the proposal section that causes the fiscal impact and the anticipated impact)

Mounicipal {please include any municipal mandate that can be found within Ieglslatlon)
None

State
Minimal revenue gain of approximately $50,000 as a result of an estimated 50 new mortgage servicer
licensees at an annual fee of $1,000.




Minimal revenue gain of approximately $90,000 as a result of an estimated 100 new consumer collection
agency licensees af a biannual fee of $900,

No additional resources or staff is necessary to administer the new licensing requirements.

Federal
None

Additional notes on fiscal impact

» Policy and Programmatic Impacts (Please specify the proposal section éssb@iated with the impact)
None &




AN ACT CONCERNING MONEY TRANSMISSION, MORTGAGE SERVICERS
AND CONSUMER COLLECTION AGENCIES
Be it enacted by the Senate and House of Representatives in General Assembly convened:
Section 1. Section 36a-595 of the general statutes is repealed and the following is substituted in
lieu thereof (Effective October 1, 2013).

Sections 36a-595 to 36a-610, inclusive, as amended by this act. and sections I8 and 19 of this act,

shalt be known and may be cited as the “Money Transmission Act”.

Connecticut payment enirand is the named payee thereon or in possession of a Connecticut

payment instrinent issue or endorsed to such person or bearer or in blank. “Helder” does not include
any person who is in possession of a lost, stolen or forged Connecticut payment instrument.
[(3)} {(4) “Licensee” means any person licensed or required to be licensed pursuant to sections

36a-595 to 36a-610, mclusive, as amended by this act, and sections 18 and 19 of this act.




[(4) “Material litigation™ means any litigation that, according to generally accepted accounting
principles, 1s deemed significant to a person’s financial health and would be required to be referenced in a
ﬁersou’s annual audited financial statements, report to shareholders or similar documents. ]

(5) “Monetary value” means a medium of exchange, whether or not redeemable in money..

[(6) “Money order” means any check, draft, money order or other payment instrument. “Money

- order” does not include a travelers check or electronic payment instrument. ..

[(7)](6) “Money transmission” means engaging in the business,._o'f 'i‘ssuin;z'pavment instruments or

stored value, receiving money or monetary value for current or future transmission or the business of

transmitting money or monetary vahue within the United Stafes or to locations outside the United States

i

strume

by any and all means including, but not limited to, paym nt, wire, facsimiié'_jcir.?'électronic

transfer. [or issuing stored value. |

accounting principles. ]

(Y] (7) “Outstanding” aj

completed the money-transmission by delivering the money or monetary value to the person designated

by the customer.

[(10)] (8) “Paymentinstrument” means a check, draft, money order, travelers check or electronic

payment instrument that evidences either an obligation for the transmission of money or monetary value

or payment of money, or the purchase or the deposit of funds for the purchase of such check, draft, money

order, travelers check or electronic payment instrument. A payment instrument is a “Connecticut

payment instrument™ if it is sold in this state.




[(11)] (9} “Permissible investment” means: (A) Cash in United States currency; (B) time deposits,
as defined in section 36a-2, or other debt instruments of a bank; (C) bills of exchange or bankers
acceptances which are eligible for purchase by member banks of the Federal Reserve System; (D)
commercial paper of prime quality; (E) interest-bearing bills, notes, bonds, debentures or other
OBH gations issued or guaranteed by: (i) The United States or any of its agencies or instrumentalities, or

(ii) any state, or any agency, instrumentality, political subdivision, school district or legally constituted

authority of any state if such investment is of prime quality; (F) inferest-k earing bills or notes, or bonds,

debentures or preferred stocks, traded on any national securities exchange oron a national over-the-

ments approved by the commissioner.

[(14)] (12) “Store ineans monetary value that is evidenced by an electronic record. For the

49

purposes of this subdivision, “electronic record” means information that is stored in an electronic medium
and is retrievable in perceivable form.

[(15)] (13) “Travelers check” meaﬁs a payment instrument for the payment of money that contains
a provision for a specimen signature of the purchas.er to be completed at the time of a purchase of the

instrument and a provision for a countersignature of the purchaser to be completed at the time of

negotiation.




[(16) “Unsafe or unsound practice™ means a practice or coﬁduct by a licensee or an agent of such
licensee that is likely to result in a material loss, insolvency or dissipation of the licensee’s assets or
otherwise materially prejudice the interests of purchasers.]

Sec. 3. Section 36a-597 of the general statutes is repealed and the following is substituted in lien
thereof (Effective October 1, 2013): '

(a) No person shall engage in the business of [issuing Connecticut payment instruments, or engage

=

in the business of] money transmission in this state, or advertise or soli€it such services, without a license

%,
engage in such business or in the business of selling Connecticut payment instrunigh

45

] and in accordance

[as provided in section 36a-600 or an entity or a person exempt up_giér section 36a-609

By

section 36a-600. as amended by thiS act, except as anithorized delegate of a person that has been issued

instruments, or who knowingly engages in the business of] money transmission in this state, without

obtaining a license, as pro fin section 36a-600, as amended by this act, shall be guilty of a class D
felony. Each transaction it violation of the provisions of this subsection shall constitute a separate
offense.

Sec. 4. Section 36a-598 of the 2012 supplement to the general statutes is repealed and the

following is substituted in lieu thereof (Effective October I, 2013):

(a) Each application for an [original]-initial or renewal license required under sections 36a-595 to

36a-610, inclusive, as amended by this act, and sections 18 and 19 of this act, shall be made in writing
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and under oath to the commissioner in such form as the commissioner may prescribe. The application
shall include:

(1) The exact ﬁame of the applicant and, if incorporated, the date of incorporation and the state
where incorporated; |

(2) The complete addreés of the principal office from which the business is to be conducted and of

the office where the books and records of the applicant are to be maintained;;_

(3) The complete name and address of each of the applicant’s [brﬁhphes, éubsidiaries, affiliates and

agents,] locations and authorized delegates. if any, [engaging in T.hlS state in the business of selling or

issuing Connecticut payment instruments, or engaging] threivgh which the applicant intends to engage in

recent fiscal year: ( B) if the applicant is a wholly-owned subsidiary of another corporation, (i) the most

recent audited consolidatédr.annﬁéi financial statements of the parent corporation or the applicant’s most

recent audited consolidated ‘annual financial statement, and (ii) the most recent audited unconsolidated

financial statement of the applicant, including its balance sheet and receipts and disbursements for the
preceding year; [, prepared by an independent certified public accountant acceptable to the

commissioner;] and {C) if the applicant is publicly traded. a copy of the most recent 10-K report filed

with the Securities and Exchange Commission, or if the applicant is a wholly-owned subsidiary of' a

publicly traded company, a copy of the parent company’s most recent 10-K report filed with the




Securities and Exchange Corporation. In the event that the applicant or parent company of a wholly-

owned subsidiary app' licant is publicly traded on a foreign exchange, a copy of similar documentation

filed with the applicable securities regulator;

(7) A list of the applicant’s permissible investments, the book and market values of such
nvestments, and the dollar amount of the applicant’s aggregate outstanding payment instruments (A) as
of the date of the financial statement filed n accordaﬁce with subdivision (6) of this subsection; and (B)
as of a date no earlier than thirty business days prior to the filing of th applicat;o-n;

(8) The history of material litigation for the five-year period?prior to'the:date of the application of

the individual, if the applicant is an individual; the partners

the pﬁiicant isa pa;ftnership; the directors,

er cent 55 of its securities,

or the members, if the applicant is a limited liability company, and (B) sufficient information pertaining to
the history of criminal convictions, in a form acceptable to the commissioner, on such individual or the
partners, directors, trustees, principal officers, members and any shareholder owning ten per cent or more

of each class of the applicant’s securities;

(10) (A) The surety bond required by subsection (a) of section 36a-602, as amended by this act, if

applicable;




(B) A list of the investments maintained in accordance with subsection (c) of section 36a-602, as

amended by this act, if applicable, and the book and market values of any such investments (i) as of the
date of the financial statement filed in accordance with subdivision (6} of this subsection; and (ii) as of a
date no earlier than thirty business days prior to the filing of the application;

(11) A statement [of whether the applicant will engage in the business of issuing money orders,

travelers checks or electronic payment instruments or engage in the businesszof money transmission in

wall be c;gnducted by the

this state; and] deseribing the type of money transmission business tha

applicant;

transmission business in this state;

¥

(13).For each authorized delegate, a copy of the contractevidencing the proposed arrangement

between the licensee and the authonzed dele

[(12)] (14) Any other information the coniiissicd

{b) The commissioner, in:acci

to said sections. The comaiissioner shall notify the applicant, in writing, that if the applicant fails to
submit such information not later than sixfy days after such request, the application shall be deemed
abandoned. An application filing fee paid prior to the date an application is deemed abandoned pursuant
o this subsection shall not be refunded. Abandonment of an application pursuant to this subsection shall
not preclude tﬁe applicant from submitting a new application for a license under sections 36a-395 to 36a-

610, inclusive, as amended by this act, and sections 18 and 19 of this act.
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{c) An applicant or licensee shall [promptly} notify the commissioner, in wnting, of any change in
the infonmation provided in the application forlicense or most recent renewal of such license no later than

fifteen days after the applicant or licensee knows or has reason to know of such change.

(d) A licensee shall not change the name specified on its license unless, prior to such change in

name, the licensee files an application with the commissioner accompanied by the name change fee

specified in subsection (2) of section 36a-599, as amended by this act, and recetves the approval of the

COIMIMISSIONeEr.

(e) A licensee shall provide a written notice to the commissioner no later than one business day
after the licensee has reason to know of the occurrence of any of t

félloWing events; -
(1) The filing of a petition by or against the licer
bankruptcy or reorganization;

(2) The filing of a petition by or againsti

transmission in another state or* ther formal or informal regulatory action by any

governmental agency ag'am___s": the licensee and the reasons therefor;

k‘

4y The commencement df_:ﬁny action'by the Attorney General or the attorney general of any other

state and the reasons therefor;
(5) The cancellationor other impairment of the licensee’s bond or other security, including notice
of claims filed against the licensee’s bond or other seéurity;
(6) A conviction or indictment of the licensee or of a partoer, director, trustee, principal officer,
member or shareholder owning ten per cent or more of each class of the licensee’s securities for a
misdemeanor involving the money transmission business; [or the business of issuing Connecticut

payment instruments, ] or a felony; or




(7) A conviction or indictment of its {agent| authorized delegate for a felony or misdemeanor

involving the money transmission b.usiness.

Sec. 5. Section 36a-599 of the general statutes is repealed and the following is substituted in lieu
thereof (Effective October {, 2013):

(a) Each application for an [original] initial license shall be accompanied by a nonrefundable
investigation fee of six hundred twenty-five dollars and a nonrefundable ]iqe:g_s_e feellof two thousand two

hundred fifty dollars, except that if such application is filed not eariie{:,’ghaé one year before the date such

license will expire, the applicant shall pay a nonrefundable inve_stiééﬁion fee:

dotlars and a license fee of one thousand two hundred ﬁfty_rjrdto ars.” Each applicati 5h-for a renewal license

shall be accompanied by a nonrefundable license feé of vo tf ousaﬁa- two hundred ﬁfty “oirl‘;ars; [, orin

the case of a license that expires on June 30, 2007, a license fee 0 thousand two hundred fifty

sections 18 and | is act, shalliexpire at the close of business on September thirtieth of the odd-

numbered year followi issfance, unless renewed or earbier surrendered, suspended or revoked

pursuant to said sections. [¢provided any license that is renewed effective July 1, 2007, shall expire on
September 30, 2009.] Not later than fifteen days after a licensee ceases to engage in this state [in the
business éf issuing Connecticut payment instruments or ceases to engage| in the business of money
transmission for any reason, including a business decision to tefminate operations in this state, license

revocation, bankruptcy or voluntary dissolution, such licensee shall provide written notice of surrender

and surrender to the commissioner [in person or by registered or certified mail] its license for each
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location in which such licensee has ceased to engage in such business. The written notice of swrrender

must identify the location where the records of the licensee will be stored and the name, address and

telephone number of an individual authorized to provide access to the records. The surrender of a license

does not reduce or eliminate the licensee’s civil or criminal liability arising from acts or omissions

occurring prior to the surrender of the license, including any administrative actions undertaken by the

commissioner to revoke or suspend a license, to assess a civil penalty, to order restitution or to exercise

any other anthority provided to the commissioner under this act.

Sec. 6. Section 36a-600 of the 2012 supplement to the gené eg1s.repealed.and the

following is substituted in lieu thereof (Effective October

initial license, and the pay £ of the fees for

(a) Upon the filing of an application for an [origﬁia_l]

Al
Fa

investigation and license, the commissioner shall investigate the'financial condition and responsibility,

financial and business experience, character an

T

pplicant. The commissioner [shall

E=2)

approve conditionally any ap-pfication,] may issueia lice th comm'i'ssioner finds that:

(1) The applicant’s financial condition is soun
(2) The applicant;_s'ibugmess will be conducted stly, fairly, equitably, carefully and efficiently

1-610, inclusive, as amended by this act, and

within the purposes and intent o

sections 18 and’19 of th

d in'ziiﬁanner commanding the confidence and trust of the comumuity;

indivicrl:pal‘:,”:‘such individual is in all respects properly qualified and of
a partnership, each pa;rtner is in all respects properly qualified and
of good character, (C) .applicant is a corporation or association, each president, chairperson of the
execuﬁve committee, seniof officer responéible for the corporétion’s business, chief financial officer or
any other person who performs ‘Similar functions as determined by the commissioner, director, trustee and
each shareholder owning ten per cent or more of each‘ class of the securities of such corporation is in all

respects properly qualified and of good character, or (D)) if the applicant is a limited liability company,

each member is in all respects properly qualified and of good character;
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(4) The applicant is in compliance with the provisions of sections 36a-602, 36a-603 and 36a-604,

as amended by this act;

(5) No person on behalf of the applicant knowingly has made any incorrect statement of a material
fact in the application, or in any report or statement made pursuant to sections 36a-595 to 36a-610,

inclusive, as amended by this act and sections 18 and 19 of this act; [and]

(6) No person on behalf of the applicant knowingly has omitted to state any material fact necessary

to give the commissioner any information lawfully required by the CO.IlIl".E .Sioner; [.] and

{'1} The applicant has paid the investigation fee and licenseiféé requi Eﬁunder section 36a-599. as

amended by this act.

=

any of its "pa:rtng:s, directors, trustees, principal officers or shareholders owning ten per cent or more of

the shares of the appli

nt or merf_ijprs: (1) Are listed on the specially designated nationals and blocked

persons list prepared by i

Umted States Department of the Treasury or Department of State pursuant to

Presidential Executive Order No. 13324, or (2) have been convicted of any misdemeanor involving any

agpect of the money transmission business, [or the business of issuing payment instruments,] or any
felony. Any denial of an application by the commissioner shall, when applicable, be subject to the
provisions of section 46a-80.

Sec. 7. Section 36a-601 of the general statutes is repealed and the following is substitated in lieu

thereof (Effective October 1, 2013):
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(a) A license may be renewed for the ensning twenty-four-month period upon the filing of an

application containing all information required by section 36a-598, as amended by this act. Such renewal
application shall be filed on or before September first of the year in which the 1icénse expires; [, or in the
case of an application for renewal of a license that expires on June 30, 2007, on or before June 1, 2007 ]
Any renewal application filed with the commissioner after September first [, or in the case of a license

that expires on June 30, 2007, after June 1, 2007,] shall be accompanied by ,

e-hundred-dollar late fee

and any such filing shall be deemed to be timely and sufficient for purposes of s:ibsection (b) of section 4-

182. If an application for a renewal license has been filed with th€ commiss on or before the date the

license expires, the license sought to be renewed shall conti tie in full force and fe t until the issuance

by the commissioner of the renewal license applied for or.until the éi)lqmissioner has nt tied the licensee
: i ) Rt -u:"“

in writing of the commissioner’s refusal to issue such renewal Ticense together with the grounds upon

which such refusal is based. The commissio

which the commissioner might refuse to issue

- {(a) As a condition fer the issuance and retention of the license, applicants for a license and

licensees shall file with the commissioner a surety bond, the form of which shall be approved by the
Attorney General, issued by a bonding company or insurance company authorized to do business in this
state. The bond shall be conditipned upon the licensee and the licensee’s authorized delegates faithfully

performing all obligations with respect to the receipt, handling. transmission or payment of money or

monetary value in connection with the sale and issuance of Connecticut payment instruments or stored
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value or transmission of money or monetary value and conducting such business consistent with the

provisions of sections 36a-595 to 36a-610. inclusive, as amended by this act, and sections 18 and 19 of
this act. The bond shall be in favor of the commissioner, [cover claims that arise during the period the
License remains in full force and effect and the succeeding two years after such license has been

surrendered, revoked or suspended or has expired, in accordance with the provisions of sections 36a-595 |

the principal sum of (1)

to 36&—610, inclusive,] run concurrently with the period of the license and

three hundred thousand dollars for any applicant and any licensee that engages in the business of issuing

% & .
thousand dollars or less¥ar any licensee that

S &
¢ekly amount of money or monetary

lars for any licensee that engages in

; with an average daily balance of outstanding

whichever amount is gr ing the [two previous reporting quarters] twelve-month period preceding

the date of filing the mostsecent renewal application of greater than one hundred fifty thousand dollars
but less than two hundred fifty thousand dollars; and (3) one million dollars for any licensee that engages

in the business of issuing Connecticut payment instruments with an average daily balance of outstanding

Connecticut payment instruments during the [two previous reporting quarters] twelve-month period

preceding the date of filing the most recent renewal application equal to or greater than five hundred

thousand dollars or any licensee that engages in the business of money transmission with an average
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weekly amount of money or monetary value received or transmitted, whichever amount s greater, during

the [two previous reporting quarters] twelve-month period preceding the date of filing most recent

renewal application of two hundred fifty thousand dollars or greater.

(b) The proceeds of the bond, even if commingled with other assets of the licensee, shall be

deemed by operation of law to be held in trust for the benefit of any claimants against the licensee to

serve the faithful performance of the obligations of the licensee and the licensee’s authorize delegates

with respect 1o the receipt, handling, transmission or payment of money;'br, monetary value in connection

with the sale and issuance of Connecticut payment instruments or'stored value or transmission of money

or monetary value in the event of the bankruptcy of the lic

ee, afid éhall be imrr"y e from attachment by

commissioner’s discretion; may, lowe

equired pﬁncipal sum of the bond based on the licensee’s level
&

of businéss and outstanding Connecticut payment instruments.] The bond must cover claims made no

more than two year$ after the date of the act or omission which resulted in the loss. When an action is

commenced on a licensee’s bc_r}ii?," the commissioner may require the filing of a new bond and
immediately on recovery on any action on the bond, the licensee shall file a new bond. If the
commissioner finds that the financial condition of a licensee so requires, as evidenced by the reduction of

tangible net worth, financial losses or potential losses as a result of violation of sections 36a-595 to 36a-

610, inclusive, as amended by this act, and sections 18 and 19 of this act. the commissioner may require

one or more additional bonds meeting the standards set forth in this section. The licensee shall file any
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. such additional bonds no later than ten days after receipt of the commissioner’s written notice of such
requirement. |
[(b)] {c)} The surety company may cancel the bond at any time by a written notice to the licensee,
stating the date cancellation shall take effect. Such notice shall be sént by certified mail to the licensee at
least thirty days prior to the date of cancellation. A surety bond shall not be cancelled unless the surety

company notifies the commissioner in writing not less than thirty days priorto the effective date of

cancellation. After receipt of such notification from the surety comp e commissioner shall give

.of such surety bond has been invested as provide

licensee has ceased business and has

suspended, the commisqic’iﬁé}:shal] give

licensees may invest sut provided in this subsection. The book or market value, whichever is
lower, of such investmentsishall be equal to the amount of the bond required by subsection (a) of this
section less the amount of the bond filed with the commissioner by the applicant or licensee. Such

- applicants and licensees shall keep such hlvéstments with such banks, Connecticut credit unions or
federal credit unions a:; such applicants or licensees may designate and the commissioner may approve,
and subject to such conditions as the commissioner deems; necessary for the protection of consumers and

in the public interest. Asused in this subsection, “investments™” means: (1) Dollar deposits; and (2)
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mnterest-bearing bills, notes, bonds, debentures or cher abligations issued or guaranteed by (A) the United
States or any of its agencies or instrumentalities, or (B) any state, or any agency, instrumentality, political
subdivision, school district or legally constituted authority of any state if such investment is of prime
quality. The investments shall SGC-ZUI'G the same obligation as would a surety bond filed under this section.
The invesﬁnents shall be held at sﬁch banks or credit unions to cover claims during the period the license

remains in full force and effect and the succeeding two years after such lic has been surrendered,

revoked or suspended or has expired in accordance with the provision; ‘sectiogs 36a-595 to 36a-610,

or monetary value in the évent of the bankruptey of the licensee, and shall be immune from attachment by

creditors or judgment creditors.

Sec. 9 Séction 36a-603 of the géﬁeral statutes is repealed and the following is substituted in lieu

thereof (Effeétive October I, 20]‘3)-;

(a) Each hcelig_ee shall at all times maintain permissible investments having a value, computed in

accordance with generally‘accepted accounting principles, at least equal to the aggregate amount of its

outstanding [Connecticut payment instruments and stored value.] money transmissions, provided that the

value of receivables due from authorized delegates consisting of the proceeds of the sale of pavment

nstruments which are not past due or doubtful of collection shall not exceed thirty per cent gf the |

permissible mvestments held by the licensee and receivables due from any one person shall not exceed

ten per cent of the value of permissible investments held by the licensee.
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(b) As used in subsection (a} of this section, “value” means the lower of book or market value,
except that with regard to debt obligatibns which the licensee as a matter of policy retains until maturity,
“value” meéns the greater of book or market value unless the commissioner orders that for some or all
investments of a particular licensee, “value” means the lower of book or market value_.

(¢) Permissible investments, even it commingled with other assets of the licensee, shall be deemed

by operation of law to be beld 1n trust for the benefit of any claimants against the licensce to serve the

faithful performance of the obligations of the licensee and the licenseg_isﬁﬁﬁthoriﬁed delegates with respect

to the receipt, handling, transmission or payment of money or monéf;iry value in connection with the sale

and issuance of Connecticut payment instruments or stored-value ot transmission of money or monetary

value in the event of the bankruptey of the licensee, ani ne from attachm n by creditors or
Jjudgment creditors,

Sec. 10. Section 36a-604 of the generﬂ;éﬁi‘rutes is repealed

thereof (Effective October 1, 2013):

electronic payment mstruments shall times have a tangible net worth of at least one million dollars.

(¢) Each licensee that engages in thg usiness of money transmission, except by issuing stored
value, shall at aﬂ tnt_!"es_.havé a t_a;r_ng@ net worth of at least five hundred thousand dollars. Each licensee
that engages in the busme_rs_rsgqf- money transmission by issuing stored value shall at all times have a
tangible net worth of at 1ea"st.::;f.'1ve hundred thousand dellars or a higher amount as determined by the
commissioner, in accordance with generally accepted accounting principles.

Sec. 11. Section 36a-605 of the general statutes is repealed and the following is substituted in lieu
thereof (Effective Ociober 1, 2013):

In connection with the examination of a licensee under section 36a-17, the commissioner may also

examine the [agents] authorized delegates of such Heensee. The commissioner, in lieu of conducting an

-17 -



examination, may accept the report of examination of any other state or federal supervisory agency or any
organization affiliated with or representing such supervisory agency with respect to the examination or
other supervision of any person .subject to the provisions of sections 36a-595 to 36a-610, inclusive, as

amended by this act, and sections 18 and 19 of this act, or a report prepared by an independent accounting

firm, and reports so accepted are considered for purposes of sections 36a-595 to.36a-610, inclusive, as

amended by this act, and sections 18 and 19 of this act, as an official exami

tion report of the
COTINISSIOner.

Sec. 12. Section 36a-606 of the general statutes is repealed’and the foHowing is substituted in lieu

thereof (Effective October 1, 2013):

(a) On or before the thirtieth day of April each ye

(1) [Its most recently audited unconsolidated financial statement, iﬁcluding its balance sheet and

A

Oration, (1 jhe most recent audited consolidated

5

licensee. inclyi

publicly‘tradex

Commission, or if

hollv-ownedisubsidiary of a publicly traded company. a copy of the parent

company’s most recent TEK report filed with the Securities and Exchange Corporation. In the event that

the licensee or parent company of a wholly-owned subsidiary licensee is publicly traded on a foreiegn

‘exchange, a copy of similar documentation filed with the applicable securities regulator;

(2) A list of permissible mnvestments, the book and market value of such investments, and the

dollar amount of the licensee’s aggregate outstanding payment instruments; and

-18 -




(3) A list of investments maintained in accordance with subsection (¢) of section 36a-602, as

amended by this act, if applicable, the book and market values of such investments and the dollar amount
of the licensee’s aggregate outstanding Connecticut payment instruments and stored value.

{b) The lists and other information filed as provided in subdivisions (2) and (3} of subsection (a) of
this section shall be as of the same date as the financial statement filed in accordance with subdivision (1)

of subsection (a) of this section.

piy

1 and the following is substituted in lien

e to tim

mended, and any regulations adopted

and upon request. shall provide proof of such

{a) A licensee may conduct its business at one or more locations within this state as follows:
(1} The business may be conducted by the licensee or through or by means of such [agents]

authorized delegates as the licensee may periodically designate or appoint.” The licensee shall notify the

commissioner of anv authorized delegate that acts on its behalf. An [agent] authorized delegate may not

engage in the business of [issuing Connecticut payment instruments or the business of| money
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transmission on behalf of a licensee through or by means of [a subagent] any person that is not an

authorized de.le,qate of the licensee.

(2) No license under sections 36a-595 to 36a-610, inclusive, as amended by this act, and sections

18 and 19 of'this act, shall be required of any [agent] authorized delegate of a licensee.

(3) Each [agent] authorized delegate of a licensee shall, from the moment of receipt, hold the

proceeds of a sale or delivery of a licensee’s [Connecticut payment instruments] money transmissions in

trust for the benefit of such licensee.

(4} A licensee shall be liable for the loss caused to any purciiéser or 11§1d§r of the licensee’s

Connecticut payment instruments by the failure of an {age Srized delega e._(_).f the licensee to

suspended. The licensee shall pro¥i Qent]:' authorized delegate with policies and procedures

sufficient to ensure compliance with sections 36a-595 to 36a-610, inclusive, as amended by this act, and

sections“18 and 9 of this act.

(6) An [agent]-authorized djélégate of a licensee shall remit all money owing to the licensee in

accordance with the terim _the:-'ki'()ntract between the licensee and the [agent] authorized delegate.

{(7) An [agent] authorized delegate of a licensee shall not provide mongey transmission services

outside the scope of activity pelmissible under the contract between the fagent] authorized delegate and

the licensee.

(b) For purposes of subsection (a) of this section, a [licensee] “licensee” means any person that has

abtained a license from the commissioner as provided in section 36a-600, as amended by this act, fand

any entity or person exempt under section 36a-609.]
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Sec. 15. Section 36a-608 of the general statutes is repealed and the following is substituted in lieu
thereof (Effective October 1, 2013):

(a) The commissioner shall make such investigations fand cbnduct such hearings as the
cominissioner considers necessary] to determine whether any licensee or any other person has violated or

is about to violate any of the provisions of sections 36a-595 to 36a-610, inclusive, as amended by this act,

and sections 18 and 19 of this act. or whether any licensee has acted in such.manner as otherwise would

justify the suspension or revocation of the license. The provisions of n 36a-17 shall apply to such

5 a practice or conduct by a

investigation. For purposes of this section, “unsafe or unsound practice” m

licensee or an authorized delegate of such licensee that is likélv to ‘result in a mat rial loss, insolvency or

unsound practice.

{c) Whenever it

violate any provision of se€tions 36a-5395 to 36a-610, inclusive, as amended by this act. and sections 18

and 19 of this act, or any regulation adopted under said sections, or any licensee has failed to pay a

judgment ordered by any court within or outside of this state thirty days after the date on which the
judgment becomes final or thirty days after the date of the expiration or termination of a stay of execution

of the judgment, or engaged in fraud, intentional misrepresentation or gross negligence, or engaged in an
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unsafe [and] or unsound practice, the commissioner may take action against such person in accordance
with sections 36a-50 and 36a-52.
(d) The commissioner may order a licensee to terminate its agency relationship with any [agent]

authorized delegate if the commissioner finds that: (1) The [agent]| authorized delegate violated any

provision of sections 36a-595 to 36a-610, inclusive, as amended by this act, and sections 18 and 19 of this

act, or any regulation adopted under said sections or any other law or regulation applicable to the conduct

of its business; (2) the [agent refused to allow an examination of its b and records regarding the

iled to cooperate with an

business of such licensee as provided in section 36a-605] authorize ‘dele,qat'

examination or investigation by the commissioner; (3) the [agent] uthorlzed de eg engaged in fraud,

The provisions of sectl.bns 36a-597 to [36a-606a] 36a-607, inclusive, as amended by this act. and

sections 18 and 19 of this act. shall not apply to:

(1) Any federally insured federal bank, out-of-state bank, Connecticut bank, Connecticut credit

union, federal credit union or out-of-state credit union, provided such institution does not issue or sell

Connecticut payment instruments or transmit money or monetary value through [an agent] any person
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which is not a federally insured federal bank, out-of-state bank, Connecticut bank, Connecticui credit

union, federal credit union or out-of-state credit union;
[(2) Any Connecticut bank or Connecticut credit union;]

[(3)] (2) The United States Postal Service and any contractor which engages in the business of

money transmission or sells payvment mstruments or stored value on behalf of the United States Postal

Service; and

[(4)] (3) A person whose activity is limited to the electronic fund; "

benefits for or on behalf of a federal, state or other governmental ég;é:ncy,wc'lu&" i-governmental agency or

government sponsored enterprise.

aled a stituted in lieu

Sec. 17. Section 36a-610 of the general statutes d:-the following .i's?_

thereof (Effective October 1, 2013):

sections 18 and 19 of this act

Sec. 18. (NEW) (& ve October 1, 2013) (a:)j:fanh licensee shall maintain and prepare such

records as will enable the Bank 3 etermine whether the licensee is complying with the

provisions of. ections 36a—59‘51 to 36& inclusive, as amended by this act, and sections 18 and 19 of

this act dt the office named in the. license if requested by the comumissioner, shall make such records

available at such Bfﬁqg_or send such records to the commissioner by registered or certified mail, return

receipt requested, or By any:express delivery carrier that provides a dated delivery receipt, not later than
five business days after r_eq'ﬁ:ésted by the commissioner to do so. Upon request, the commissioner may
grant a licensee additional time to makes such records available or send them to the commissioner.

(b) Each licensee shall maintain the fo]loWing records for at least five years:

(1) A record of each payment instrument or stored-value obligation sold;

(2) A general ledger posted at least monthly containing ail ésset, liability, capital, income and

expense accounts;
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(3) Bank statements and bank reconciliation records;

(4) Records of outstanding paymeﬁt instruments and stored-value obligations;

(5 ). Records of each payment ipstrument and stored-value obligation paid within the five-year
period;

(6) A list of the last known names and addresses of all of the licensee’s authorized delegates; and

(7) Any other records the commissioner may require.

Sec. 19. (NEW) (Effective October 1, 2013) A Ticensee shall ng ity the Baning Commissioner in

writing no later than fifteen days after any change in the list of aut es or locations in this

state where the licensee or an authorized delegate engages in the biisiness of money; transmission, sells
A i

payment instruments or stored value. Such notice shall statg the naﬁip and street addreg gf each

payments of princ nd interes. 1 connection with a [first] residential mortgage loan, records such
payments on such pefse and records and performs such other administrative functions as may be
necessary to properly carryout the mortgage holder’s obligations unde;r the mortgage agreement
mcluding, when applicable, the receipt of funds from the ﬁioﬂgagor to be ileid iﬁ escrow for payment of
real estate taxes and insurance premiums and the distribution of such funds to the ta;s-(ing authority and

insurance company. Such term includes persons who make payments to borrowers pursuant to the terms

of a home equity conversion mortgage or reverse mortegage. “Mortgace servicer” does not include: (1)

Any person exempt from licensure as a mortgage lender or mortgage correspondent lender pursuant to
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subsection (b) of section 36a-487. (2) persons servicing five or fewer residential mortgage loans within

any period of twelve consecutive months, and (3) agencies of the federal sovernment, any state or

municipal government or any quasi-governmental agency servicing residential mortgage loans under the

specific authority of the laws of anv state or the Unifed States.

{2) “Mortgagee” means the grantee of a residential mortgage, provided if the residential mortgage

has been assisned of record, “mortgagee” means the last person to whom th

been assigned of record.

dwelling: as so defined.

Sec. 21. Section 36a-71

the m()rtgago'rz to the appropriate taxing aut]

rity and insurance company in the amount required and at -
&;r . . . N

the time such taxes.and insurance premiums are due provided {1} the mortgage [servicing company]

servicer has been provid'édfwith‘ffhe tax or insurance bills at least fifteen days prior fo the date such taxes
and insurance premiums aré:d-ue, and (2) the mortgagor has paid to the mortgage [servicing‘ company]
servicer the amounts required to be paid into the escrow account, as determined by the mortgage
[servicing company] servicer, for all amouﬁts scheduled to be paid to the mortgage [servicing company]
servicer prior to the date such taxes and insurance premiums are due.

(b) Each mortgage [servicing company] servicer shall, through its own effort and expense,

determine and notify the mortgagor of the amounts necessary to be paid into the escrow account to assure
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that sufficient fonds will be available for the paynient of such taxes and insurance premiums as of the date
stch payment is due.

(c) If the amount held in the escrow accom.lt as of the date such taxes and insurance premiums are
due is insufficient to pay the taxes and insurance premiums despite compliance by the mortgagor with

subdivision (2) of subsection (a} of this section, the mortgage {servicing company] servicer shall pay such

taxes and insurance premiums from its own funds. The mortgage [servicing company] servicer shall then

give the mortgagor the option of paying the shortage over a period of _r_}df'iéss than one year. The

mortgage [servicing company] servicer shall not charge or collect interest o i ;

ch shortage during the

one-year period. ' : .
Sec. 22. Sec. 36a-717 of the general statutes is.fep
thereof (Effective November 1, 2013):

Any mortgage {servicing company] ser:f.'llc_"'

Sec. 23. Sec. 3.6 18 ofth;general statutes is repealed and thé following is substituted in lieu
thereof (Effective January:1, 20] 4):

[If the commissioner determines that any mortgége servicing company has violated any provision
of section 36a-716, the commissioner may take ac_tion against such mortgage servicer in accordance with
sections 36a-50 and 36a-52. The commissioner may also order the moﬁgage servicing comparny to make

restitution to the mortgagor upon fourteen days’ notice in writing. Such notice shall be sent by certified

mail, return receipt requested, or by any express delivery carrier that provides a dated delivery receipt, to
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the principal place of business of the mortgage servicing company and shall state the grounds for the
contemplated action. Within fourteen days of receipt of the notice, the mortgage servicing companly may
file a written request for a hearing. If a hearing is requested, the commissioner shall not issue an order to
make restitution untif after such hearing is held. Such hearing shall be conducted in accordance with the

provisions of chapter 54.} (a} No person shall act as a mortgage servicer, directly or indirectly, of a

mortgage servicing business within the five years immediately precediog the date of the application for

licensure. As used in this subdivision, “experience in the mortgage servicing business” means paid
experience in the servicing of mortgage loans, experience in the accounting, receipt and processing of
payments on behalf of mortgagees or creditors or in the supervision of such activiﬁes, or any other
relevant experience as determined by the commissioner; (2) nohwithstanding the provisions of section

46a-80 of the geﬁeral statutes, the applicant, the control persons of the applicant, the qualified individual
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and any branch manager with supervisory authority at the office for which the license is sought have not
been convicted of, or pled guilty or nolo contendere to, a felony in a domestic, foreign or military court
during the seven-year period preceding the date of the application for licensing or at any time preceding
the date of application if such felony involved an act of fraud, dishonesty, a breach of trust or money
laundering, provided any pardon or expungement of a conviction shall not be a conviction for purposes of
this sﬁbdivision; (3) the applicant demonstrates that the financial responsibi_lity, éharacter and general

idivid{lal and any branch

fitness of the applicant, the control persons of the applicant, the qualifi

Ll

“felony”, “pardon” or “expung

applicant of tl-ijé_:q:enial and the re;_tégns for

tion for a license as a mortgager servicer or renewal of such license shall be filed, in

a form prescribed by the : mn;jééiouer, with the system and accompanied by the fees required by section

26 of this act. Each such form shall contain content as set forth by instruction or procedure of the

_commissioner and may be changed or updated as necessary by the commissioner in order to carry out the

purpose of sections 36a-715 to 36a—718, inclusive, of the general statutes, as amended by this act, and
sections 5 to 18, inclusive, of this act. The applicant shall, at a minimum, furnish to the system
information concerning the identity of the applicant, any control person of the applicant, the qualified

individual and any branch manager, including personal history and experience in a form prescribed by the
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system and mnformation related fo any administrative, civil or criminal findings by any governmental

jurisdiction. The applicant shall promptly 116tify the commissioner, in writing, of any change to the
information submitted in connection with its application for licensure. For the purpose of this subsection,
evidence of experience of the qualified individual and any branch manager shall include: {A) A statement
specifying the duties and responsibilities of such persc;n’s employment, the term of employment,
meluding month and year, and the name, address and telephone number of 3 ;;;gpervisor, employer or, if

.er, co}aies of W-2 forms, 1099

self~employed, a business reference; and (B) if required by the comlmjgs:i:

tax forms or, if self-employed, 1120 corporate tax returns, signed lézzt‘fers from the employer on the

individual and any branch manager with supervisory autl

and require the applicant to sub

€. ﬁngerprints‘ of ‘stich persons as part of the application.

(¢) (1) The minimuimistandardsor license renewal for a mortgage servicer shall include the

following: (A} The applicant cop mimum standards under subsection (a) of this

section, and (B)the mortg'aééffs_erwce

(2) :‘The-lilqense ofa moftg;ige servicer failing to satisfy the minimum standards for license renewal

shall expire. The commissioner 1ﬁay adopt procedures for the reinstatement of expired licenses consistent

with the standards estéiﬁ@n_ed bythe system. The commissioner may automatically suspend a mortgage
servicer license if the ]icenéé:a receives a deficiency on the system indicating that the payment required by
section 26 of this act was Retumed-ACH or returned puréuant to such other term as may be utilized by the
system to indicate that the payment was not accepted. After a license has been automatically suspended

" pursuant to this section, the commissioner shall give such licensee notice of the automatic suspension,
pending proceedings for revocation or refusal to renew puréuant to section 35 of this act and aﬁ

opportunity for a hearing on such action in accordance with section 36a-51 of the general statutes, and
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require such licensee to take or refrain from taking such éctién that, in the opinion of the commissioner,
will effeétuate the purposes of this section.

(d) Withdrawal of an application for a license filed under this section shall become effective upon
receipt by the commissioner of a notice of intent to \%fithdraw such application. The coinmiséioner may
deny a license up to the date one vear after the effective date of withdrawal.

(¢) The commissioner may deem an application for a license under this section abandoned if the

ap.plicaut fails to respond to any request for information required und tions 36a-715 to 36a-718,

license.
(f) At least annual

~commissioner: (1) A current sch_qglulé’ of the ranges of costs and fees it charges mortgagors for its

2)a reﬁort in a form and format acceptable to the commissioner detailing

state, (C) the number of'setvicedresidential mortgage loans in default, along with a breakdown of tliirty—
day, éixty—da_y and 11ihety—day delinquencies, (D)} information on loss mitigation activities, including
details on workout arrangements undertaken, and (E) information on foreclosures commenced in this
state.

Sec. 25. (NEW) (Effective November 1, 2013) (a)(1) A mortgage servicer license shall not be

transferable or assignable. No licensee may use any name other than its legal name or a fictitious name

approved by the Banking Commissioner, provided such licensee may not use its legal name if the
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commissioner disapproves use of such name. Any licensee who intends to permanen.ﬂy cease acling as a
1ﬁ0ngage servicer at any time during a license period for any cause, including, but not limited to,
bankruptcy or voluntary dissolution, shall file a request to surrender the license for eéich office at which
the licensee intends to cease to do business, on the system, not later than fifteen days after the date of such
cessation, provided this requirement shall not apply when a license has been suspended pursuant to

section 36a-51 of the general statutes. No surrender shall be effective until ;

commissioner.

3

provides, directly to the commissioner, a bond rider or endorsé

surety bond on file with the commissioner that ref

criminal felony indictment or felony conviction of any of the licensee’s officers, directors, members,

partners or shareholders owm.ng ten per cent or more of the oﬁfstanding stock;

(3) Receiving notiﬁcatién of the institution of license denial, cease and desist, suspension or
revocation procedures, or other formal or informal regulatory action by any governmental agency against
the licensee and the reasons therefor;

(4) Receiving notification of the initiation of any action by the Attorney General or the attormey

general of any other state and the reasons therefor;
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(5) Suspension or termination of the licensee’s status as an approved seller or servicer by the
Federal National Mortgage Association, Federal Home [oan Mortgage Corporation or Government
National Mortgage Association;

(6) Receiving notification that certain servicing rights of the licensee will be rescinded or
cancelled, and the reasons provided therefor; |

(7) Receiving notification of filing for bankruptey of any of the licen; e__fs officers, directors,.

members, partners or shareholders owning ten per cent or more of the Q‘ﬁtétanding stock of the licensee;

(8). Receiving notification of the initiation of a class action’] wsuit on'b half of consumers against

iy required fees or charges and a license fee of one thousand
dollars.

(b) All fees paid' o this section, including fees paid in connection with an application that
is denied .or withdrawn prier to the issuance of the license, shall be nonrefundable. No fee paid pursuant
to this section shall be prorated if the license is surrendered, revoked or suspended prior to the expﬁati011
of the period for which it was approved.

Sec. 27. (NEW) (Eﬂéctive November 1, 2013) (a) No mortgage servicer license and no renewal

thereot shall be granted unless the applicant or licensee has filed with the Banking Commissioner a single
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surety bond, written by a surety authorized to write such bonds in this state covering its main office and
any branch office, in a penal sum of one hundred thousand dollars.

{(b) The bond required by subsection (a) of this section shall be (1) in a form approved by the
Attorney General, and (2) conditioned upon the mortgage servicer licensee faithfully performing any and
all wriften agreements or comfnitments with or for the benefit of mortgagors and mortgagees, truly and

faithfully accounting for all funds received from a mortgagor or mortgagee

the licensee in the

licensee’s capacity as a mortgage servicer, and conducting such mort business consistent with the

provisions of sections 36a-715 to 36a-718, mnclusive, of the genreré tatute samended by this act, and

%,

sections 24 to 37, inclusive, of this act. Any mortgagor ormortgagee that may maged by a mortgage

servicer licensee’s failure to perform any written agreements or commitments, or by

£

conversion of funds paid by a mortgagor or a mortgagee to ali e s ee, may proceed on such bond against

the principal or surety thereon, or both, to re damages. The ¢ mfhissioner may proceed on such

bond against the principal or surety thereon, or bath, to any civil penalty imposed upon a licensee

the bond shall not exceed:t al sum of the bond. The principal shall notify the commissioner of the

commencement of an actien L;m the bond. When an action is comrﬁenced on a principal’s bond, the
commissioner may require the filing of a new bond and immediately on recovéry on any action on the
bond, the principal shall file a new bond.

(¢) The surety company shall have the right to cancel the bond at any time by a written notice to
the principal stating the date cancellation shall take effect. Such notice shall be sent by certified ’mail to

the principa] at least thirty days prior to the date of cancellation. A surety bond shall not be cancelled
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unless the surety corﬁpany notifies the commissioner in writing not less than thirty days prior to the
effective date of cancellation. After receipt of such notification from the surety company, the
commissioner shall give written notice to the principal of the date such bond cancellation shall take effect.
The commissioner shall automatically suspend the license of a mortgage servicer on such date. No
automatic suspension or inactivation shall occur if; prior to the date that the bond cancellation shall take

effect, (1) the principal submits a letter of reinstatement of the bond from the surety company or a new

bond, or (2) the mortgage servicer licensee has ceased business in this s _é and has surrendered all

licenses in accordance with section 36a-51 of the general statutes and section 25 of this act. Aftera

mortgage servicer license has been automatically suspendedipursuant to this section; the commissioner

shall give such licensee notice of the automatic suspenisi
to renew pursuant to section 35 of this act and an opportunity

with section 36a-51 of the general statutes and:

delivery 'i:’érfiéfithat provides a dated deli receipt, not later than five business days after requested by

the commissioner to-do so. Upon fequest, the commissioner may grant a licensee additional time to make

such records availablé or-i_':' n__d:__ them to the commissioner. Such records shall provide the following
_information: (1) An adequa'telloan history for residential mortgage loans upon which payments are
received or made by the mortgage servicer, itemizing the amount and date of each payment and the
unpaid balance at all times; (2) the original or an exact copy of the note, residential mortgage or other
evidence of indebtedness and mortgage deed; (3) the name and address of the mortgage lender, mortgage

correspondent lender and mortgage broker, if any, involved in the residential mortgage loan transaction;

(4) copies of any disclosures or notification provided to the mortgagor required by state or federal law; (5)

-34 -




a copy of any bankruptey plan approved in a proceeding filed by the mortgagor or a co-owner of the

property subject to the residential mortgage loan; (6) a communications log which documents all verbal

communication with the mortgagor or the mortgagor’s representative; and (7) a copy of all notices sent to

the mortgagor related to any foreclosure proceeding filed against the encumbered property.

(b) For each residential mortgage loan that is serviced by a licensee, the licensee shall retain the
records of such residential mortgage loan transaction for not less than two y ars following the final

payment thereon, or the assignment of such residential mortgage loan, whichever occurs first, or such

longer period as may be required by any other provision of law Ev ry licensée shall keep and use in its

business, books, accounts and records which will enable thef¢ommiissioner to determine whether such

mortgage loan, the mortgage servicér:shall disclose: othe mortgagor: (1) Any notice required by the

Procedures Act of 1974;

Sec. 30. (NEW) (Ef January I, 2014) A mortgage servicer shall act with good faith and fair

dealing in its communications, transactions and course of dealings with each mortgagor in connection
with the servicing of the mortgagor’s residential mortgage loan, and shall:

(1) Safeguard and account for any money handled for the mortgagor;

(2) Follow reasonable én& lawful instructions from the mortgagor consistent with the underlying
note and residential mortgage loan;

(3) Act with reasonable skill, care and diligence;
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(4) Promptly provide the mortgagor with an accurate statement of account;

(5) Make mortgagors in default aware of loss mitigation options and services offered by the
mortgage servicer;

{6) Provide trained personnel and telephone facilities sufficient to respond promptly to mortgagor
inquiries and complaints regarding their residential mortgage loans; and

(7) Pursue loss mitigation with the mortgagor whenever possible.

Sec. 31. (NEW) (Effective January 1, 2014} A mortgage servic all comply with all applicable

federal laws and regulations relating to mortgage loan servicing, i fot limited to the federal

Real Estate Settlement Procedures Act of 1974, 12 USC S;Qtic;ﬁ:260i et seq., t

(b) A mortgage may only collect a fee if the fee is for services actually rendered and one

of the following condition {S_met: (1) The fee is expressly authorized and clearly and conspicuously
disclosed by the residential mortgage loan instruments and not prohibited by law; (2) the fee is expressly
permitted by law and not prohibited by the residential mortgage loan instruments; or (3) the fee is not
prohibited by law or the residential mortgage loan instruments and is a reasonable fee for a specific

service requested by the mortgagor that is assessed only after clear and conspicuous disclosure of the fee
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is provided to the mortgagor and the mortgagor expressly consents to pay the fee in exchange for the
services.

(c) In addition to the limitations in subsection (b) of this section, attomeys fees charged in
connection with a foreclosure action shall not exceed reasonable and customary fees for sﬁch ﬁork. In
the event a foreclosure action is terminated prior to the final judgment and sale for a loss mitigation

option, a reinstatement or payment in full, the mortgagor shall only be liable for reasonable and

customary fees for work actuaily performed.

(d) A mortgage servicer shall not impose any late fee or delirfquency charge when the only

‘delinquency is attributable to late fees or delinquency chargés assessed on an earlier payment, and the

payment is otherwise a full payment for the applicable®
applicable grace period. Late charges shall not be (1) based on:

amount; {2) collected from the escrow accourit

material “‘i-ilfor_ma_,tion in connectio_.rf] with thg'servicing of the residential mortgage loan, including, but not

limited to, misretirc_ nting the axﬁigunt, nature or terms of any fee or payment due or ¢laimed to be due on

a residential mortgage'lf)a;n the ferms and conditions of the servicing agreement or the mortgagor’s

obligations under the residential mortgage loan;

(3) Obtain property by fraud or misrepresentation;

(45 Use any unfair or unconscionable Iﬁeans in servicing a residential mortgage loan;

(5) Knowingly misappiy or recklessly apply residential mortgage loan payments to the outstanding
balance of a residential mortgage loan;

(6) Knowingly misapply or recklessly apply payments to escrow accounts;
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(7) Place hazard, homeowner’s or flood insurance on the mortgaged property when the mortgage
servicer knows or has reason to know that the mortgagor has an effective policy for such insurance;
| (8) Fail to comply with section 49-10a of the general statutes, charge excessive or unreasonable
fees to provide loan payoff information or fail to provide loan payoff information promptly upon receipt
of a written request;
{9) Knowingly or recklessly provide inaccurate information to a credirt‘rl;v‘u.reau, thereby harming a

mortgagor’s creditworthiness;

(10) Fail to report both the favorable and unfavorable paym'{:"“f- hlstoryofthe mortgagor to a

nationally recognizéd consumer credit bureau at least ann 1

11y if the ;nortgage ser]{/'::_icgr regularly reports

mformation to a credit bureau;
T

iy

(11) Collect private mortgage insurance beyond the date hich private mortgage insurance is .

required;

(15) Place haz;rd ner’s or flood insurance on a mortgaged property, or require a
mortgagor to obtain or maintain such insurance, in excess of the rep]acerﬁent cost of the improvements on
the mortgaged property as established by the property insurer;

(16) Fail to provide to the mortgagor a refund of unearned premiums paid by a mortgagor or
charged to the mortgagor for hazgrd, homeowner’s or flood insurance placed by a mortgagee or the
mortgage servicer if the mortgagor providc;s reasonable proof that the mortgagor has obtained coverage

such that the forced placement insurance is no longer necessary and the property is insured. If the
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mortgagor provides reasonable proof that no lapse in coverage occurred such that the forced placement

was not necessary, the mortgage servicer shall promptly refund the entire premium;
{(17) Require funds to be remitted by means more costly to the mortgagor than a bank or certified

check or attorney’s check from an attorney’s account;

(18) Refuse to communicate with an authorized representative of the mortgagor who provides a

icer may adopt procedures

written authorization signed by the mortgagor, provided that the mortgage

reasonably related to verifying that the representative is in fact authorized to act on behalf of the

mortgagor,

the general statotes

(b) A violation_i)fa g 1on shall be deemed an unfair or deceptive trade practice and may be
enforceable pursuant to chap?ter 735a of the géneral statutes.

Sec. 34. (NEW) (Effective November 1, 2013) (a} In addition to any authority provided under title
36a, the Banking Commissioner shall have the authority to conduct investigations and examinations as

follows:
(1} For purposes of initial licensing, license renewal, license suspension, license conditioning,

ficense revocation or termination, or general or specific inquiry or investigation to determine compliance
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with sections 36a-715 to 36a-718, ihclusive, of the general statutes, as amended by this act, and sections
24 to 37, inclusive, of this act, act the commissioner may access, receive and use any books, accounts,
records, files, documents, information or evidence including, but not limited to: (A} Criminal, civil and
administrative history information; (B) personal history and experience information, inchiding
independent credit reports obtained from a consumer reporting agency described in Section 603(p) of the
federal Fair Credit Reporting Act, 15 USC 1681a; and (C) any other documents information or evidence
the commissioner deems relevant to the inquiry or investigation regardles: 3 of the location, possession,

control or custody of such documents, information or evidence.

(2) For the purposes of investigating violations or cofplaints érising underisections 36a-715 to

the general statutes;as amended b this act, and sections 24 to 37, inclusive, of this act shall make or

compile reports or prepén_ef‘other‘-::finformation as directed by the commissioner in order to carry out the

purposes lof this section including accounting compilations, information lists and data concerning
residential mortgage loan transactions in a format prescribed by the commissioner or such other
information the commissioner deems necessary to carry out the purposes of sections 36a-715 to 36a-718,
inclusive, of the general statutes, as amended by this act, and sections 24 to 37, inclusive, of this act.

(c) In making any examination or investigation authorized by this section, the commissioner may

control access to any documents and records of the mortgage servicer licensee or person under
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examination or in\}estigation. The commissionér may take possession of the documents and records or
place a person in exclusive charge of the documents and records in the place where they are usually kept.
During the period of control, no person shall remove or attempt to remove any of the documents and -
records except pursuant to a court order or with the consent of the commissioner. Unless the
commissioner has reasonable grounds to believe the documents or records of the mortgage servicer
licensee or person have béen, or are at risk of being, altered or destroyed for purposes of concealing a

violation of sections 36a-715 to 36a-718, inclusive, of the general statutes, as amended by this act, and

sections 24 to 37, inclusive, of this act the mortgage servicer 1icen‘Sé_§ or owner.of the documents and

records shall have access to the documents or records as necessary to conduct its ‘ordinary business

affairs.

{(d) In order to carry out the purposes of this section, the commissioner may:

(1) Retain attorneys, accountants or other professionals and specialists as examiners, auditors or

36a-718, inclusive, of t

act;

(4) Accept and rely on examination or investigation reports made by other government officials,
within or without this state; and

(5) Accept audit reports made by an independent certified public accountant for the mortgage
servicer licensee or person Subject to sections 36a-715 to 36a-718, inclusive, of the general statutes, as

amended by this act, and sections 24 to 37, inclusive, of this act in the course of that part of the
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examination covering the same general subject matter as the audit and may incorporate the audit report in
the report of examination, report of investigation or other writing of the commissioner.

(e) The authority of this section shall remain in effect, whether such mortgage servicer licensee or
person subject to sections 36a-715 to 36a-718, inclusive, of the general statutes, as amended by this act,
and sections 24 to 37, inclusive, of this act acts or claims to act under any licensing or registration law of

this state, or claims to act without such authority.

(f) No mortgage servicer licensee or person subject to investigation or examination under this

section may knowingly withhold, abstract, remove, mutilate, destr y books, records,
computer records or other information.

Sec. 35. (NEW) (Effective November 1, 2013) ,.(a)(l) .The Béi}ki_ﬂg Commissi :;1y suspend,

revoke or refuse to renew any mortgage servicer license or take any other action, in accordance with the

1atedﬁmds, (C) Vic_).Iated any of the provisions of title 36a of the general
ed pu;;iiéu;tichereto, or any other law or regulation applicable to. the
conduct of its busiagss; or (D) fail d to perform any agreement with a mortgagee or a mortgagor.
(b) ‘Whenever it the commissioner that any person has violated, is violating or is about
to violate section 49-8a or:49-10a of the general statutes, any of the proyisions of title 36a of the general
statutes or of any regulations adopted pursnant thereto, or any licensee has failed to perform any
agreement with a mortgagee or mortgagor, committed any fraud, made any misrepresentation or

misappropriated funds, the commissioner may take action against such person or licensee in accordance

with sections 36a-50 and 36a-52 of the general statutes.
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Sec. 36. (NEW) (Effective November 1, 2013) The Banking Commissioner may adopt such
regulations; in accordance with chapter 54 of the general statutes, as the commissioner deems ﬁecessary
to administer and enforce the provisions of sections 36a-715 to 36a-718, inclusive, of the general statutes,
as amended by this act, and sections 24 to 37, inclusive, of this act.

Sec. 37. (NEW) (Effective January 1, 2014) Section 36a-718 of the general statufes, as amended

by this act, and sections 29 to 33, inclusive, of this act shall apply to any pe

1 who acts as a mortgage

thereof 7Effective November 1, 201 3):

This title shall be known as the “Banking Law ¢f€

public act 12-96, is.repealed and the following is substituted in lieu thereof (Effective November I, 2013}

Other definitions appl Ingto this title or to specified parts thereof and the sections in which 'théy
appear are:

“Account”. Sections 36a-155 and 36a-365.

“Additional proceeds™. Section 36a-746e.

“Administrative expense™. Section 36a-237.

“Advance fee”. Sections 36a-485 and 36a-615.

“Advertise”, “advertisement™ or “advertising”. Section 36a-485.
“Agency bank”. Section 36a-285. '

“Agent”. Section 36a-494.

“Alternative mortgage loan”. Section 36a-265.

“Amount financed”. Section 36a-690.
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“Annual percentage rate”. Section 36a-690.

“Annual percentage yield”. Section 36a-316.

“Annuities”. Section 36a-455a.

“Applicant”™. Section 36a-736.

“APR”. Section 36a-746a.

“Assessment area”. Section 36a-37.

“Assets”. Section 36a-70.

“Associate”. Section 36a-184.

“Associated member”. Section 36a-458a.

“Authorized delegate”. Section 36a-396. as amended by thIS act.
“Bank”. Section 36a-30. ‘
“Bankers’ bank”. Section 362-70.
“Banking business”. Section 36a-425.
“Basic services”. Section 36a-437a.
“Billing cycle”. Section 36a-565,
“Bona fide nonprofit organization”. [Section] Sectlons 36a—4 7 and [se
“Branch”. Sections 36a-145, 36a-410 and 36a-43 Sb '

“Branch office™. Section 36a-485.

“Branch or agency net payment entitfement”. Sectlon 36a—428n
“Branch or agency net payment obligation”. Section 36a—42 8n
“Broker”. Section 36a-746a.
“Business and industrial development:
“Business and property in this state”. S
“Capital”, Section 36a-435b.

“Cash advance”. Section 36a-564.
“Cash price”. Section 36a~770
“Certificate of incorporation”: S
“CHFA loan”. Secti 36&—760
“Clerical or suppo Sectlon 36a-485.
“Closely related actmtles
“Collective managing agen

n] 36a-655.

ration”. Section 3363-626
6a-428n.

k” Sectlon 363—70.
ormance”. Section 36a-37.
Sec‘uons 36a-33 and 36a-410.

“Construction 10 ection 36&—458&

“Consumer”, Sectid a-155, 36a-676 and 36a-695.

“Consumer Credit Brotection Act”, Section 36a-676,

“Consumer debtor” and “debtor”. Sections 36a-645 and 36a-800. as amended by this act.
“Consumer collection agency”. Section 36a-800, as amended by this act.
“Consummation”. Section 36a-746a.

“Control person”. Section 36a-485.

“Controlling interest”. Section 36a-276.

“Conventional mortgage rate™. Section 36a-760.

“Corporate”. Section 36a-435b.

“Credit”. Sections 36a-645 and 36a-676.

“Credit manager”. Section 36a-435b.

“Creditor”. Sections 36a-676, 36a-695 and 36a-800, as amended by this act.
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“Credit card”, “cardholder” and “card issuer”. Section 36a-676.
“Credit clinic”. Section 36a-700.

“Credit rating agency”™. Section 36a-695.

“Credit report”. Section 36a-695.

“Credit sale”. Section 36a-676. 7

“Credit union service organization”. Section 36a-435b.

“Credit union service organization services”. Section 36a-435b.
“De novo branch”. Section 36a-410.

“Debt”. Section 36a-645.

“Debt adjustment”. Section 36a-655.

“Debt mutial fund”. Sections 36a-275 and 36a-45%a.

“Debt securities”. Sections 36a-275 and 36a-459a.

“Debtor”. Section 36a-655.

“Deliver”. Section 36a-316.

“Deposit™. Section 36a-316.

“Deposit account”. Section 36a-316.
“Depostt account charge™. Section 36a-316.
“Deposit account disclosures”. Section 36a-316. .
“Deposit contract”. Section 36a-316.
“Deposit services”. Section 36a-425.
“Depositor”. Section 36a-316.
“Depository institution”. Section 36a-4
“Derivative transaction”. Section 36a-2
“Diirector”. Section 36a-435b.
“Dwelling”. Section 36a-485.
“Earning period”. Section 36a-316.
“Electronlc paymeut mstrum_ '

ed by this act.

S 36a—2’76 and 36a—459a
S 363—263 and 36a-469¢.
> Sectlon 363~70

“Federal Home M

“FHA loan”. Sectio

“Fiduciary”. Section

“Filing fee”. Section 36a-770.

“Finance charge”. Sections 36a-690 and 36a-770.

“Financial institution”. Sections 36a-41, 36a-44a, 36a-155, 36a-316, 36a-330, 36a-435b, 36a-736
and 36a-755.

“Financial records”. Section 36a-41.

“First mortgage loan”. Sections 36a-485, 36a-705 [, 36a-715] and 36a-725.

“Foreign banking corporation”. Section 36a-425. '

“Fully indexed rate”. Section 36a-760b.

“General facility”. Section 36a-580.

“Global net payment entitlement”. Section 36a-428n.
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“Global net payment obligation”. Section 36a-428n.

“Goods”, Sections 36a-535 and 36a-770.

“Graduated payment mortgage loan”. Section 36a-265.

“Guardian™. Section 36a-365.

“High cost home loan™. Section 36a-746a.

“Holder”. Section 36a-596, as amended by this act.

“Home banking services”. Section 36a-170.

“Home banking terminal”. Section 36a-170.

“Home improvement loan”. Section 36a-736.

“Home purchase loan™. Section 36a-736.

“Home state”. Section 36a-410.

“Housing finance agency”. Section 36a-487.

“Immediate family member”. Section 36a-435b and section 36a—485
“Independent contractor”. Section 36a-485.
“Individual”. Section 36a-485.

“Insider”. Section 36a-454b.

“Installment loan contract”. Sections 36a-335 and 3,
“Imsurance”. Section 36a-455a.
“Insurance bank”. Section 36a-285.
“Ingurance department™. . Section 36a-285.
“Interest”. Section 36a-316.
“Interest rate”. Section 36a-316.
“Interim interest”. Section 36a-746a,
- “Investments”. Section 36a-602, as amended b'v"this act.
“Lender”. Sections 36a-746a, 36a-760 and: 363 T70.50
“Lessor”. Section 36a-676
“License”. Section 36a:62
“Licensee™. Section
“Limited branch”,
“Limited facility”. Se
“Loan broker”. Sectlon )
“Loan processor orunderwr
“Loss™ Section 36a—330
“Made in this state”. Section 36a7
“Main o_ﬁce Section 3637485
“Managing agent”. Section36a-365.

“Manufactired:home”. Sectmn 36a-457h.

“Material htlgatlon” Sect1on [36a-596] 36a-498, as amended by this act.
“Member”. Section36a-435b.

“Member business loan”. Section 36a-458a.

“Member in goed standing”. Section 36a-435b.

“Membership share™. Section 36a-435b.

“Mobile branch”. Sections 36a-145 and 36a-435b.

“Monetary value™. Section 36a-596, as amended by this act.

[“Money order”. Section 36a-596.]

“Money transmission”. Section [36a-365] 36a-596. as amended by this act.
“Mortgage”. Section 36a-760g.

“Mortgage broker”. Sections 36a-485, 36a-705 and 36a-760.

“Mortgage correspondent lender”. Section 36a-485.

“Mortgage ipsurance™. Section 36a-725.

“Mortgage lender”. Sections 36a-485, 36a-705 and 36a-725.

T




“Mortgage loan”. Sections 36a-261, 36a-265, 36a-457b and 36a-736.
“Mortgage loan originator™. Section 36a-485.
“Mortgage rate lock-in”. Section 36a-705.
[“Mortgage servicing company”. Section 36a-715.]
“Mortgage servicer”. Section 36a-715, as amended by this act.
“Mortgagee”. Section 36a-715, as amended by this act.
“Mortgagor”. Section 36a-715, as amended by this act.
*Motor vehicle”. Section 36a-770. ,
“Multiple common bond membership”. Section 36a-435b.
“Municipality”. Section 36a-800, as amended by this act.
“Net outstanding member business loan balance”. Section 36a-458a.
“Net worth”. Sections 36a-441a, 36a-458a and 36a-596_ as amende
“Network™. Section 36a-155.
“Nonprime home loan”. Section 36a-760.
“Nonrefundable”. Section 36a-498.
“Nontraditional mortgage product™. Section 36a-489a. .
“Note account”. Sections 36a-301 and 36a-456b.
“Office”. Sections 36a-23, 36a-316 and 36&—485 ;
“Officer”. Section 36a-435b.
“Open-end credit plan”. Section 36a-676.
“Open-end line of credit”. Section 36a-760.
“Open-end loan”. Section 36a-565.
“Organization”. Section 36a-800, as am
“QOut-of-state holding company”. Sectionz36a:
“Outstanding™. Section 36a-596, as amended by t
“Passbook savings account”. Section 36a
“Payment instrument”. Sectio -36a- 596, as ar
“Periodic statement”.; Section'364-316. :
“Permissible mvestment” Sect10n*36a—596 as 4
“Person™. Section 36a-1 84 and section 36a-485.
“Post™. Section 36a-316."
id fisanc

his act.

ended by this act.

6a—5 96 ‘as ameuded by this act.
j Sectlou__36a—485

330."

as amended by this act.

inat . Section 36a-428n.

“Qualified publi itory” and “depository”. Section 36a-330.
“Real estate”. Sec 6a-457b.

“Real estate brokerage activity”. Section 36a-485.

“Records”. Section 36a-17.

“Registered mortgage loan originator”. Section 36a-485.
“Related person”. Section 36a-53.

“Relocate™. Sections 36a-145 and 36a-462a.

“Residential mortgage loan”. [Section] Sections 36a-485 and 36a-715, as amended by this act.
“Residential real estate™. Section 36a-485.

“Resulting entity”. Section 36a-34.

“Retail buyer”. Sections 36a-535 and 36a-770.

“Retail credit transaction™. Section 42-100b.

“Retail installment contract™. Sections 36a-535 and 36a-770.
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“Retail installment sale™. Sections 36a-535 and 36a-770.
“Retail seller”. Sections 36a-535 and 36a-770.

“Reverse annuity mortga.ge loan”. Section 36a-265.

“Sales finance company”. Sections 36a-535 and 36a-770.
“Savmgs department”. Section 36a-285.

“Savings deposit”. Section 36a-316.

“Secondary mortgage loan”. Section 36a-485.

“Security convertible into a voting security”. Section 36a-184.
“Senior management”. Section 36a-435b.

“Settlement agent”. Section 36a-494.

“Share”. Section 36a-435b.

“Simulated check”. Section 36a-485.

“Single common bond membership™. Section 36a-435b.
“Special mortgage”. Section 30a-760c.

“Social purpose investment”. Section 36a-277.
“Sponsored”. Section 36a-485. :

“Standard mortgage loan”. Section 36a-265.

“Stored value”. Section 36a-596, as amended bv thls act.
“System”. Section 36a-485.

“Table funding agreement”™. Section 36a-485.
“Tax and loan account”. Sections 36a-301 and 36a-45
“The Savings Bank Life Insurance Co .
“Time account”. Section 36a-316.
“Travelers check™. Section 36a-596, as a
“Troubled Commecticut credit union™.
“Unique identifier”. Section 36a-485.
- “Unsafe or unsound practice”:Section 36a-6
“Unsecured loan”. Section 36a—615

“Value™. Section 36a—603 as amended by this a
“Warehouse agreement” “Section

by this act.

36a-028, 36a-656, 36a~67 l-zj'sectlon 24 of this act or 36a-801_as amended by this act. shall pay to the

commissioner the actual cost of any examination of the licensee, as such cost is determined by the

commissioner. If the licensee fails to pay such cost not later than sixty days after receipt of demand from

the commissioner, the commissioner may suspend the license until such costs are paid.

Sec. 41. Subdivision (4} of subsection (a) of section 36a-412 of the general statutes is repealed and

the following is substituted in Heu thereof (Effective January 1, 2014):
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(4) (A) The laws of this state, including laws regarding (i) community reinvestment pursuant to
sections 36a-30 to 36a-33, inclusive;- {(ii) consumer protection pursuant to sections. 36a-41 to 36a-43,
inclusive, 36a-290 to 36a-304, inclusive, 36a-306, 36a-307, 36a-315 to 36a-323, inclusive, 36a-645 to
36a-647, inclusive, 36a-690, 36a-695 to 363—700; inclusive, 36a-705 to 36a-707, inclusive, 36a-715 to

36a-718, mclusive, as amended by this act, and sections 24 to 37, inclusive, of this act, 36a-725, 36a-726,

36a-755 to 36a-759, inclusive, 36a-770 to 36a-788, inclusive, and 36a-800 to.36a-810, inclusive, as

amended by this act; (iii) fair lending pursuant to sections 36a-737, 36a-740 and :36a-741; and (iv)

establishment of interstate branches pursuant to section 36a-145 shaIl apply. yjﬁ_any branch in this state of

an out-of-state bank, other than a federally-chartered out-ofistate bank, to the sémqﬁxtent as such laws

give notice of suc action to the home state banking regulator of such out-of-state bank and, to the extent

practicable, shall consﬁlf,and co Jf)erate with such regulator in pursuing and resolving such action. For

purposes of this subparagraph, “activity” includes acquiring or retaining any investment.

Sec. 42. Section 49-2a of the general statutes, as amended by section I of publ_ic act 1.2—106, is
repealed and the following is substituted in lieu thereof (Effective November 1, 2013):

(a) On and after July 1, 1993, cach state bank and trust company, national banking association,
state or federally chartered savings and loan association, .savings bank, insurance company and other

_ mortgagee or mortgage [servicing company] servicer holding funds of a mortgagor in escrow for the
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payment of taxes and insurance premiums with respect to mortgaged property located in this state shall

pay interest on such funds, except as provided in section 49-2c, as amended by this act, at a rate of not
less than the average rate paid, as of December 30, 1992, on savings deposits by insured commercial
banks as published in the Federal Reserve Board Bulletin and rounded to the nearest one-tenth of one
percentage point, except in no event shall the rate be less thaﬁ one and one-half per cent. On and after

I be not less than the

January 1, 1994, until September 30, 2012, the rate for each calendar year

section may contact the” ent of Banking to ascertain the published deposit index to determine the

minimum rate paid on funds of a mortgagor held in escrow for the payment of taxes and insurance
premiums.

(¢) The deposit index for each calendar year shall be equal to the average rate paid on savings
deposits by insured commercial banks as last published in the Federal Reserve Board Bulletin in
November of the prior year. The commissioner shall determine the deposit index for each calendar yéar

and publish such deposit index in the Department of Banking news bulletin no later than December
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fifteenth of the prior year. For purposes of this section, “Federal Reserve Board Bulletin™ means the
monthly survey of selected deposits published as a special supplement to the Federal Reserve Statistical
Release Publication H.6 published by the Board of Governors of the Federal Reserve System or, if such
bulletin is superseded or becomes unavailable, a substantially similar index or publication.

Sec. 43. Section 49-2¢ of the general statutes is repealed and the following is substituted in lieu

thereof (Effective November 1, 2013):

(a) Inno event shall interest be required to be paid on escrow ageounts where (1) there is a contract

express disclaimer of an obligation on the part of the mortg&ééé 1o pay interest o

company]

servicer neither affiliated

and after Januaryl, 1989:and which are serviced and held for sale for not more than six

months by any subh;fgprtgage [se{j{icing company] servicer, provided such mortgage [servicing
company| servicer shetll Pa mterest on an escrow account maintained in connection with such mortgage
Joan if the loan is sold within such specified periods and the mortgage [servicing company] servicer
continues to service the loan.

(b) In no event shall interest be required to be paid at a rate in excess of two per cent per annum

where (1) there is a contract between the mortgagor and the mortgagee entered into before October I,

1977, which contains an express agreement to pay interest at the rate of two per cent per annum, or (2)

such accounts are maintained in connection with mortgage loans entered into prior to October 1, 1977,
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and which are serviced and held for sale for not more than one year by a mortgage [servicing company]

servicer, neither affiliated with nor owned in whole or in part by the purchaser of the mortgage loan. i
Sec. 44. Section 36a-800 of the general statutes is repealed and the following is substituted in lieu

thereof (Effective October 1, 2013):

As used in sections 36a-800 to 36a-810, inclusive, as amended by this act, unless the context

otherwise requires:

ranch office” means a location other th e main offs Swhi icens 1Y person
(1} “Branch office” locat ther than th office at'which a licensee or a

on behalf of a licensee acts as a consumer collection agency;

[(1)] (2} “Consumer collection agency” means any person (;A)"éngaged mthe business of collecting

or receiving for payment for others of any account, bill r indebtedness from a constimer debtor,

i

g any account, bill or other

[or] (B) engaged, directly or indirectly, in the business of collé

he indebtedness was acquired

indebtedness from a consumer debtor for such person’s own account A

from another person and if the indebtedness was either delinguent or in délault at the time it was acquired.

1n1u1icipalityiol'.°f:.:such i.ndebtéaness for urpose of evading the provisions of sections 36a-800 to 36a-

810, inolﬁsiv'e’- -as amended by thj_é:iact. It includes persons who furnish collection systems carrying a

name which si:ﬁulziiés.the name of'a consumer collection agency and who supply forms or form letters to
be used by the creditor,”é_\fen though such forms direct the consumer debtor or property tax debtor to -
make payments directly tor“éhé creditor rather than to such fictitious agency. “Consumer collection
agency” further includes any person who, in atfempting to collect or in collecting such persoﬁ’s own.
accounts or claims from a consumer debtor, uses a fictitious name or any name other than such person’s
own name which would indicate to the consumer debtor that a third person is collecting or attempting to

collect such account or claim. “Comnsumer collection agency” does not include (A) an individual

emploved on the staff of a licensed consumer collection agency, or by a creditor who is exempt from
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licensing, when attempting to collect on behalf of such consﬁmer collection agency, (B) persons not
primarily engaged in the collection of debts from consumer debtors who receive funds in escrow for
subsequent distribution to others, including, but not timited to, real estate brokers and lenders holding
funds of borrowers for payment of taxes or insurance, (C) any public officer or a person aetin.g under the
order of any court, (D) any member of the bar of this state, and (E) a person who services loans or

accounts for the owners thereof when the arrangement includes, in addition

delinquent consumer debtors, the providing of other services such as t of péyment, accounting,

child support, or who has incurred indebtedness

manicipality ofa personal propery &

‘Municipality’ ns any i w, city or borough, consolidated town and city, consolidated

town and boroughidistrict as defined in section 7-324 or municipal special services district established

under chapter 105a;

IS “Qrganizau n” means a corporation, partnership, association, trust or any other legal
entity or an individual operating under a trade name or a name having appended to it a commercial,
occupational or professional designation;

[(6)] (8) “Property tax” has the fneaning given to the term in section 7-560;

[(7](9) “Property tax debtor” means any natural person or organization who has incurred

indebtedness or owes a debt to a municipality due to a levy by such municipality of a property tax.
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Sec. 45. Section 36a-801 of the 2012 ‘Supp]_ement to the general statutes 1s repealed and the
following 1s substituted m lieu thereof (Effective October 1, 2013):

(a)} No person shall act within this state as a consumer collection agency [without a consumer

collection agency license] unless such person has first obtained a consumer collection agency license for

its main office and each branch office where such business is conducted. A consumer collection agency

1s acting within this state if it (1)} has its place of business located within thig:state; (2) has its place of

business Jocated outside this state and collects from consumer debtor opert;f tax debtors who reside

and is engaged in the business of collecting child support for ¢

consumer debtors who are located outside thi'ézfz'j:'e_it

(b} [(1)] Any person desiring to act within thls state-as

written application to the commigsigner for such license in such form as the commissioner prescribes.

Such application shall bg

[(A) (La f'ﬁ;a_.ngjal statement prepared by a certified public

accountant or a public account £ which is sworn to under oath before a notary public by

, directors and principal employees, if the applicant is a corporation, and
[(i1)] (B) sufficient information pertaining to the history of criminal convictions of such applicant,
partners, members, officers, directors and principal employees [1n a form acceptable to the commissioner]
as the cominissioner deems necessary to make the findings under subsection {c} of this section, [(C)] (3) a
license fee of eight hundred dollars, or in the case of an initial application that is filed not earlier than one
year before the date such license will expire, a license fee of four hundred dollars, and [(D}] (4) an

investigation fee of one hundred doHars. The commissioner shall cause to be made such inquiry and
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examination as to the qualifications of each such applicant or any partner, member, ofﬁcer, director or
principal employee of the applicant as the commissioner deems necessary. The commissioner, in
accordance with section 29-17a, may conduct a state and national criminal history records check of the
applicant and of each partner, member, officer, director and principal employee of such applicant. Each
applicant shall furnish satisfactory evidence to the commissioner that the applicant is a person of géod
moral character and is financially responsible. [If the commissioner is satisﬁ_e,_d that such applicant is in
all respects properly qualiﬁed and trustworthy and that the granting of s ch- Iicelrgzl-SG is not against the

public interest, the commissioner may issue to such applicant a licénse, in such. form as the commissioner

that (1) The financial responsibility. character, reputation. in

and of the partners thereof if the applicant is a artue ship, of the mér

the benefit of éreditors has Béén comt

nced against the applicant, the commissioner may thereupon issue

the applicant a ‘consumer collection agenc cense. If the commissioner fails to make such findings, the

commuissioner shall ﬁ'ot issue a license and notifv the applicant of the reasons for such denial. The

commissioner may den an ap_pl'iéatior; if the commissioner finds that the applicant or any partner,
member; officer, director of“px.*incipal emplovyee of the applicant has been convicted, during the ten-year
period prior to the date of application, of any misdemeanor involving any aspect of the consumer
collection agency business, or aﬁy felony. Any denial of an application by the commissioner shall, when
applicable, be subject to the provisions of section 46a-80. Any such license issued by the commissioner
shall expire at the close of business on September thirtieth of the odd-numbered year following its

issuance, unless such license is renewed. The commissioner may renew such application, in the
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commissioner’s discretion, upon filing of a proper renewal application accomﬁanied by a license fee of
eight hundred dollars, and satisfactory proof that such applicant at that time possesses the required
qualifications for the license. The commissioner may deny a renewal application if the commissioner
finds that the applicant has been convicted of any misdemeanor involving any aspect of the consumer

collection agency business, or any felony. Any denial of an application by the commissioner shall, when

(b) of section 4-182. Whenever an application for a lidé':nsg;:()thér tfsi:alll_a renewal applie n, is filed

under sections 36a-800 to 36a-810, mclusive, as amended by thlsact by ény person who was a licensee

licensee shall be confidential and shall not be a puBlic record unless nfroduced in evidence at a hearing

conducted by the commissioner.

(e) The applicant or licensee shall notify the commissioner, in writing, of any change in the
information provided in its initial application for a license or most recent renewal application for such
license, as applicable, not later than ten business days after the occurrence of the event that results ﬁl such

information becoming inaccurate.
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() The commissioner may deem an application for a license to act as a consumer collection agency
abandoned if the applicant fails to respond to any request for information required under sections 36a-801

to 36a-810, inclasive, as amended by this act, or any regulations adopted pursuant to said sections 36a-

801 to 36a-810, inclusive, as amended by this act. 'The commissioner shall notify the applicant, in
writing, that if the applicant fails to submit such information not later than sixty days after the date on

which such request for information was made, the application shall be deem,

~ amended by this act.
()] (g) If the commissioner determines that a checl

-under subdiviston (1) of this subsection has Béé_ﬁf ish

shall be ﬁém‘eﬁ}gdable.

[(c)] (1) N"(Sfiperson 1icens'_é§1‘i to act within this state as a consumer collection agency shall do so

under any other name o t any other place of business than that named in the license. Any change of

Jocation of a place of business of a licensee shall require prior written notice to the comumnissioner. Not
more than one place of business shall be maintained under the same license but the commissioner may
issue more than one license to the same licensee upon compliance with the provisions of sections 36a-800

to 36a-810, inclusive, as amended by this act, as to each new licensee. A license shall not be transferable

or assignable. Any licensce holding, applying for, or seeking renewal of more than one license may, at its

option, file the bond required under section 36a-802 separétely for each place of business licensed, or to

- 57 .




be licensed, or a single bond, naming each place of business, in an amount equal to twenty-five thousand
dollars for each place of business.

Sec. 46. (NEW) (Effective October I, 2013) (a) Each consumer collection agency shall maintain
its consumer debtor and creditor records so as to clearly identify the amounts and dates of all payments
collected or received from consumer debtors and all remittances made to creditors. Consumer debtor and
creditor records shall be kept sb as to be readily availablé to the commission:_er. “;md retained for a period of

not less than two years after the date of final entry thereon. All accouptiﬁ_é records shall be maintained in

accordance with generally accepted accounting practices. Each consumer collection agency engaged in

the business of collecting child support shall maintain origijals or Coﬁies of the wrltt

agreements

or used in the conduct ofthe consumeéricollection agency’s business. Such account shall not be used for

any purp'bseid'gher_ than (1) the deposit of funds received from consumer debtors, (2) the payment of such

funds to creditor:‘s,i"(é) the refund of ‘Eany overpayments to be made to consumer debtors and (4) the

payment of earned fees t thgi.'cdﬁ;umer collection agency, which payment of carned fees shall be
withdrawn on a monthly basas Except for payments authorized. by subdivisions (2), (3) and (4) of this
subsection, any withdrawal from such account, including, but not limitéd to, any service charge or other
fee imposed against such account by a depository institution, shall be reimbursed by the consumer |
collection agency to such account not more than thirty days after the withdrawal. Funds received from
consumer debtors shall be posted to their respective accounts in accordance with generally accepted

accounting practices.
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Sec. 47. (NEW) (Effective Oczdber 1, 2013) Each consumer collection agency shall comply with
the applicable provisions of the Fair Debt Collection Practices Act, 15 USC Section 1692 et seq., as from
time to time amended, and any regulations adopted under such provisions, as from time to time amended.
In addition to any other remedies provided by law, a violation of such federal law or regulation shall be

“deemed to be a violation of this section aﬁd a basis upon which the Banking Commissioner may take

enforcement action pursuant to section 36a-804 of the general statutes.

r

Sec. 48. Section 36a-805 of the general statutes is repealed an :f_'olloﬁgng is substituted in lieu

thereof (Effective October I, 2013):

{a) No consumer collection agency shall: (1) Furnish® egal advice or perfotin:legal services or

claimant or forwarder, Whig itns are not in the process of collection after the tender of such amounts,

if any, as may be due and ovs:ing to the agency; (8) advertise or threaten to advertise for sale any claim as
a means of forcing payment thereof, unless such agency is acting as the assignee for the benefit of
creditors; (9) refuse or fail to account for and remit to its clients all money collected which is not in
dispute within sixty days from the last day of the month in which said money is collected; (10) refuse or
intentionally fail to return to the creditor all valuable papers deposited with a claim when such claim is

returned; {11) refuse or fail to furnish at intervals of not less than ninety days, upon the written request of
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the creditor, claimant or forwarder, a written report upon claims received from such creditor, claimant or
forwarder; [(12) commingle money collected for a creditor, claimant or forwarder with its own funds or
use any part of a creditor’s, claimant’s or forwarder’s money in the conduct of its business; (13)] (12) add

any charge or fee for cost of collection to the amount of any claim which it receives for collection or

knowingly accept for collection any claim to which any charge or fee has already been added to the

amount of the claim unless: [the] (A) The consumer debtor is legally liable_:_[tlé;_erefor, in which case, the

collection charge or fee may not be in excess of] for such charge or fee;is’_deterrﬁined by the contract

between the consumer debtor and creditor. a copy of which must be obtainé the consumer collection

agency from the creditor and maintained as part of the re

consumer debtor that th;e

the congumer debtor; or [(15)]

inclusive. as amended by this act.

(b} No'consumer collec.ﬁor agency shall impose a charge or fee for any child support payments

collected through the efforts of a é&zemmenta] agency. If the imposition of a charge or fee is permitted
under section 36&—801’0', no consumer collection agency shall i lmpose a charge or fee for the collection of
any child support overdue at ti’lB time of the contract in excess of twenty-five per cent of overdue support
actually collected.

(;z) (1) No consumer collection agency shall receive any property taX on behalf of a creditor that is
a municipality, unless the consumer collection agency has procured from an insurer authorized to transact

business in this state an insurance policy providing coverage against loss of money, securities or other

property, including loss arising from any fraudulent or dishonest act of any employee, officer or director
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of the consumer collection agency, with limits of at least two million dollars. It shall be the obligation of
the municipality to ensure compliance with the requirements of this subdivision.

(2) A municipality that enters into an agreement with a consumer collection agency to collect and
receive for payment property tax on behalf of the municipality may also require such consumer collection
agency to file a bbnd with the municipality in an amount not exceeding the total amount of the property
tax to be collected on behalf of the municipality. Such bond, the form Qf Which shall be approved by the
municipality, shall be written by a surety authorized to write bonds in thi;':;tate and shall contain a

provision requiring the surety to provide the municipality with written notice of cancellation of such

bond. Such notice shall be sent by certified mail to the mugicipality at least th.i.rty.-c'l ys prior to the date of

cancellation. The bond shall be conditioned that such®€o tion a :E'éi.:l, truly and

faithfully account for all funds collected and received by the ¢

municipality pursuant to such agreement. If th i

in this state in any act or practice in the conduct of such business which is not defined in section 36a-805,

as amended by this act, and that such act or practice is unfair or deceptive, the commissioner may take

action against such consumer collection agency in accordance with [section] sections 36a-50 and 36a-52.
Statement of Purpose: To enhance and update regulatory requirements of money transmitter
licensees; regutlate mortgagé servicers in Connecticut effective January 1, 2014; aid in the administration

and enforcement of the Depaftment of Banking’s laws concerning consumer collection agencies and its
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ability to protect the public by bringing debt buyers within these provisions, by imposing certain
enhanced application and record keeping requirements and by bolstering the enforcement authority of the

Bapking Commissioner; and make other conforming changes.
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DEPARTMENT OF BANKING

Liaison: James Heckman
Phone: 860-240-8105
E-mail: james.heckman@ct.gov

Lead agency division requesting this proposal:
| SECURITIES AND BUSINESS INVESTMENTS DIVISION

Agency Analyst/Drafter of Proposal:
Eric Wilder, Director

Title of Proposal
AN ACT CONCERNING THE CONNECTICUT UNIFORM SECURITIES ACT

Statutory Reference
§36h-21

Proposal Summary

Please see attached Proposal Summary and Bill Draft.

Please attuch u copy of fully drafted bill {required for review}

PROPOSAL BACKGROUND

® Reason for Proposal

Please consider the following, if applicable:
{1} Have there been changes in federal/state/local laws and regulations that make this legislation necessary?
{2} Has this proposal or something similar been implemented in other states? If yes, what is the outcome(s)?
{3} Huave certain constituencies called for this action? .
(4) What would happen if this was not enacted in law this session?

e  Origin of Proposal _X__New Proposal ___ Resubmission

If this is o resubmission, please share:
(1) What was the reason this proposal did not pass, or if applicable, was not included in the Administration’s package?
{2) Have there been negotiations/discussions during or after the previous legislative session to improve this proposal?
{3) Who were the major stakeholiders/advocates/legisiatars involved in the previous work on this legislation?
- {4) What was the last action taken during the past legislative session?




i OF CONy 'u gy
R N ey

-

1,6

o, B

A ?:__\.
__(‘E_ _@-u,

AR

PROPOSAL IMPACT

e Agencies Affected (please list for each affected agency}

Agency Name: DEPARTMENT OF BANKING
Agency Contact {(name, title, phone}: James Heckman
Date Contacted:

|
Approve of Proposal _ YES _ NO __ Talks Ongoing ' 1

Summary of Affected Agency’s Comments

will there need to be further negotiation? _ YES NO

# Fiscal Impact (please include the proposal section that causes the fiscal impact and the anticipated impact)

Municipal {please include any municipal mandate that can be found within legislation}

None.

State

None.

Federal

Nane.

Additional notes on fiscal impact

« - Policy and Programmatic Impacts (Please specify the proposal section associated with the impact)
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PROPOSAL SUMMARY
AN ACT CONCERNING THE CONNECTICUT UNIFORM SECURITES ACT

This proposal updates Section 36b-21 of the Connecticut General Statutes to reflect changes in federal
law, and clarifies the notice filing requirements for closed-end funds whose securities offerings Congress
preempted the states from reviewing. '

Section 36b-16 of the Connecticut General Statutes requires that, before securities may be sold in the
state, the offering must be 1) registered with the Commissioner; 2} exempt from registration under
Section 36b-21; or 3) a “covered security.” Section 36b-3(7} of the Connecticut General Statutes defines
the term “covered security” to mean preempted securities offerings under Section 18 of the Securities
Act of 1933.

Section 1.

Currently, Section 36b-21{a}(8}(A) exempts from securities registration any security “appearing on the
list of over-the-counter and foreign securities approved for margin by the Board of Governors of the
Federal Reserve System” that is not otherwise a covered security.

However, the Board of Governors has not published a list of marginable securities since 1998. (See,
http://www.federa!reservegov/bdarddocs/foreignmargin/about.htm). The proposal amends Section 36b-
21(a)(8){A) to instead cross-reference the rules and regulations of the Board of Governors of the Federal
Reserve System in determining margin status. This approach is consistent with the securities laws of

other states.

Currently, Section 36b-21(a)(8)(B) exempts from securities registration warrants or rights to purchase
the Board of Governors-listed securities described in Section 36b-21{a){8)(A} as long as they are not
“covered securities.” Section 36b-21{a)(8)(C)(ii) exempts warrants or rights to purchase marginable
Board of Governors-fisted securities that are “covered securities.” The proposal eliminates this
redundancy by deleting Section 36b-21{a})(8}{C)(ii} and adding the phrase “regardless of whether such
security is a covered security” to Section 36b-21{a}(8)(A).

Over the past few years, the structure and designations of various U.S. stock exchanges registered under
the Securities Exchange Act of 1934 have changed. To accommodate any future name changes to the
exchanges, the proposal includes a reference to successors in describing specific exchanges. This will
minimize the need for future legislative amendments.

Section 2.

The proposal amends Section 36b-21{b){14) of the Connecticut Statutes by updating a federal statutory
reference. Specifically, Section 4(6) of the federal Securities Act of 1933 was renumbered to Section 4(5})
by Section 944(a) of Pub. L. 111-203. This year, the Jumpstart Our Business Startups Act, Pub. L. 112~
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106, Apr. 5, 2012, 126 Stat. 306, changed the numbering to Section 4{a)(5). The proposal changes the
statutory reference from Section 4(6) to Section 4{a)(5).

Section 3.

The federal National Securities Markets Improvement Act of 1996, P.L. 104-290 (“NSMIA”), preempted
the states from registering investment company securities, but preserved the states’ ability to reguire
the filing of a notice rather than a registration.” Section 18(h}{2) of the Securities Act of 1933, as
amended by NSMIA, provided that: “a security is a covered security if such security is a security issued
by an investment company that is registered, or that has filed a registration statement, under the
Investment Company Act of 1940.” Section 4 of the Investment Company Act of 1940 divides
investment companies into three types: management companies, face-amount certificate companies;
and unit investment trusts. Section 5 of the Investment Company Act of 1940, in turn, divides
management companies into open-end companies {i.e. mutual funds) and cloesed-end companies.

When the Division amended Section 36b-21 (P.A. 97-220} in late 1997 to add a new subsection {c}
[governing investment company notice filings] the amendment did not expressly mention the treatment
of closed end companies. However, closed-end companies did file a Uniform Investment Company
Notice Filing (Form NF) which had been developed by the states through the North American Securities
Administrators Association for investment company notices. In addition, closed-end companies
continued to remit the fee required by Section 36b-19(b) of the Connecticut General Statutes.

The proposal codifies existing practice by amending Section 36b-21(c) to expressly include closed-end

- funds and to cross-reference the fee provision in Section 36b-139(b). In addition, the proposal provides
clarity on when the notice filing is effective and the renewal mechanism {if applicable). Setting the
effectiveness date to the later of agency receipt or SEC effectiveness is consistent with the approach
taken by other jurisdictions (e.g. Massachusetts), and is in conformity with past agency practice and
industry expectations. '
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AN ACT CONCERNING THE CONNECTICUT UNIFORM SECURITIES ACT

Be it enacted by the Senate and House of Representatives in General Assembly convened:

Section 1. Subsection {(a) of Section 36b-21 of the general statutes is repealed and the following is

substituted in lieu thereof:

{a) The following securities are exempted from sections 36b-16 and 36b-22: (1) Any security
including a revenue obligation issued or guaranteed by the United States, any state, any
poiitical subdivision of a state, or any agency or corporate or other instrumentality of one or
more of the foregoing; or any certificate of deposit for any of the foregoing; (2) any security
issued or guaranteed by Canada, any Canadian province, any political subdivision of any such
provinge, any agency or corporate or other instrumentality of one or more of the foregoing,
or any other foreign government with which the United States currently maintains diplomatic
relations, if the security is recognized as a valid obligation by the issuer or guarantor; {3) any
security that is not a “covered security” under Sections 3{a}{2) and 18(b}(4)(C) of the
Securities Act of 1933 and that is issued by and represents or will represent an interest in or a
debt of, or guaranteed by, any international banking institution, any bank, savings bank or
savings and loan association organized under the laws of the United States, or any bank,
savings institution or trust company organized and supervised under the laws of any state; (4}
any security issued by and representing or that will represent an interest in or a debt of, or
guaranteed by, any federal savings and loan association, or any savings and loan or similar
association organized under the laws of any state; (5) any security issued by and representing
an interest in or a debt of, or guaranteed by, any insurance company organized under the
laws of any state and authorized to do business in this staie; (6} any security issued or
guaranteed by any federal credit union or any credit union, industrial loan association or
similar association crganized and supervised under the laws of this state; {7) any security
issued ar guaranteed by any railroad, other common carrier, public utility or public utility
holding company that is (A) regulated with respect to its rates and charges by the United
States or any state; (B) a public utility holding company registered under the Public Utility
Holding Company Act of 1935 or a subsidiary of such a registered holding company within the
meaning of said act; or (C) regulated with respect to the issuance or guarantee of the security
by the United States, any state, Canada or any Canadian province or territory; (8) (A) any
security that is {i) @ margin security defined in regulations or rules adopted by the Board of
Governors of the Federa| Reserve System; and (ii} an over-the counter security or a security
issued by a a foreign issuer; [appearing on the list of over-the-counter and foreign securities
approved for margin by the Board of Governors of the Federal Reserve System which is not
otherwise} , regardiess of whether such security is a covered security, (B) any warrant or
right to purchase or subscribe to any security described in subparagraph {A) of this
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subdivision, and {C) any warrant or right to purchase or subscribe to any security listed or
approved for listing upon notice of issuance on (i) the New York Stock Exchange, the
American Stock Exchange, the Chicago Board Options Exchange and such other securities
exchanges, including successors to such entities, as may be designated by the commissioner
from time to time, or (i) [the list of over-the-counter securities approved for margin by the
Board of Governors of the Federal Reserve System where such security is a covered security,
or {iii}] the national market system of the National Association of Securities Dealers
Automated Quotation System or any successor thereto established pursuant to the
Securities Exchange Act of 1934; {9) any security issued by any person organized and
operated not for private profit but exclusively for religious, educational, benevolent,
charitable, fraternal, social, athletic or reformatory purposes, or as a chamber of commerce
or trade or professional association; {10) any commercial paper which arises out of a current
fransaction or the proceeds of which have been or are to be used for current transactions,
and which evidences an obligation to pay cash within nine months of the date of issuance,
exclusive of days of grace, or any renewal of such paper which is likewise limited, or any
guarantee of such paper or of any such renewal; {11) any security issued in connection with
an employees’ stock purchase, stock option, savings, pension, profit sharing or similar benefit
plan; (12) any security issued by any cooperative apartment corporation incorporated under
the laws of this state, located in and operating wholly within the borders of this state, in
conjunction with the execution of proprietary leases; (13} any security issued by any person,
organized and located in this state and operating exclusively for the purpose of promoting
the industrial or commercial development ofthis's'tate, or such development of any political
subdivision thereof or such development of any regionai planning area within this state, if
such persons are approved by the Commissioner of Economic and Community Development
and such approval has been certified, in writing, by said Commissioner of Economic and
Community Development to the commissioner; such approval and certification shall be
conclusive as to the nature and purpose of such person; {14} any security issued by the
Connecticut Development Credit Corperation; (15) any security issued by any nonstock
corporation, which is incorporated under the laws of this state as a cooperative marketing
corperation and has its principal place of business in this state, and which is a farmers’
cooperative organization, as defined in Section 521 of the Internal Revenue Code of 1986, or
any subsequent corresponding internal revenue code of the United States, as from time to
time amended, if such corporation has been certified, in writing, by the Connecticut:
Department of Agriculture to the commissioner to be a bona fide cooperative'marketing
corporation; such certification shall be conclusive as to the nature and purpose of such
corporation; (16) any security issued by all cooperative associations organized or existing
under chapter 595; (17) any security issued by any person organized, located and operating
within or from the borders of this state, when selling or offering for sale an interest in real
estate limited partnerships or real estate syndications exclusively, if such person has obtained
a permit from the Real Estate Commiission; (18) any security which, prior to or within sixty
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days after O'c_tober 1, 1977, has been sold or disposed of by the issuer or bona fide offered to
the public, but this exemption shall not apply to any new offer of any such security by an
issuer or underwriter subsequent to such sixty days; {19} any inlerest or participation in any
common trust fund or similar fund established and maintained by a bank, or by one or more
banks under common control as otherwise authorized by general statute, exclusively for the
collective investment and reinvestment of assets contributed thereta by such bank in its ‘
fiduciary capacity; {20) any security issued by a worker cooperative corporation formed '
under the provisions of sections 33 418f to 33 4180, inclusive; {21} an equipment trust
certificate with respect to equipment leased or conditionally sold to a person, if any security
issued by the person would be exempt under this section or would be a “covered security”
under Section 18(b){1) of the Securities Act of 1933; and (22} any other security that the
commissioner may exempt, conditionally or unconditionally, on a finding that registration is
not necessary or appropriate in the public interest or for'the protection of investors.

Section 2. Subsection (b) of Section 36b-21 of the general statutes is repealed and the following is

substituted in lieu thereof:

(b) The fallowing transactions are exempted from sections 36b-16 and 36b-22: (1) Any
isolated nonissuer transaction, whether effected through a broker dealer or not; (2) any
nonissuer transaction by a registered agent of a registered broker dealer in a security of a
class that has been outstanding in the hands of the public for at least ninety days provided, at
the time of the transaction: {A) The-security is sold at a price reasonably related to the
current market price of the security; {B) the security does not constitute the whole or part of
an unsold allotment to, or a subscription or participation by, the broker dealer as an
underwriter of the security; (C) a nationally recognized securities manual contains {i) a
description of the business and operations of the issuer; {ii) the names of the issuer’s officers
and directors or, in the case of a non-United States issuer, the corporate equivalents of such
persons in the issuer’s country of domicile; (iii) an audited balance sheet of the issuer as of a
date within eighteen months, orin.the case of a recrganization or merger where the parties
to the reorganization or merger had such audited balance sheet, a pro forma balance sheet;
and {iv) an audited income statement for each of the issuer’'s immediately preceding two -
fiscal years, or for the period of existence of the issuer, if in existence for less than two years,
orinthe case of a redrganization or merger where the parties to the reorganization or
merger had such audited income statement, a pro forma income statement; and (D) the

_ issuer of the security has a class of equity securities listed on a national securities exchange
registered under the Securities Exchange Act of 1934, or designated for trading on the
National Association of Securities Dealers Automated Quotation System, unless the issuer,
including any predecessors of the issuer (i) has been engaged in continuous business for at
least three years or (i) has total assets of at least two million dollars based on an audited
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balance sheet of the issuer as of a date within eighteen months, or in the case of a
reorganization or merger where the parties to the reorganization or merger had such audited
balance sheet, a pro forma balance sheet. The exemption in this subdivision shall not be
available for any distribution of securities issued by a blank check company, shell company,
dormant company or any issuer that has been merged or consolidated with or has bought
out a blank check company, shell company or dormant company unless the issuer or any
predecessor has continuously operated its business for at least the preceding five years and
has had gross operating revenue in each of the preceding five years, including gross operating
revenue of at least five hundred thousand dollars per year in three of the preceding five
years; (3) any nonissuer distribution of an outstanding security if the security has a fixed
maturity or a fixed interest or dividend provision and there has been no default during the
current fiscal year or within the three preceding fiscal years, or during the existence of the
issuer and any predecessors if less than three years, in the payment of principal, interest or
dividends on the security; {4} any nonissuer transaction effected by or through a.registered
broker dealer pursuant to an unsolicited order or offer to buy; but the commissioner may by
regulation require that'the customer acknowledge upon a specified form that the sale was

- unsolicited, and that a signed copy of each such form be preserved by the broker dealer for a
specified period or that the confirmation delivered to the purchaser or a memorandum
delivered in connection therewith shall confirm that such purchase was unsolicited by the
broker dealer or any agent of the broker dealer; (5) any transaction between the issuer or
other person on whose behalf the offering is made and an underwriter, or among
underwriters; {6) any transaction in a bond or other evidence of indebtedness secured by a
real or chattel mortgage or deed of trust or by an agreement for the sale of real estate or
chattels, if the entire mortgage, deed of trust or agreement, together with all the bonds or
other evidences of indebtedness secured thereby, is offered and sold as a unit; (7) any
transaction by an executor, administrator, state marshal, marshal, receiver, trustee in
bankruptcy, creditors’ committee in a proceeding under the Bankruptcy Act, guardian or
conservator; (8} any transaction executed by a bona fide pledgee without any purpose of
evading sections 36b-2 to 36b-34, inclusive; (9} any offer or sale to a bank and trust company,
a national banking ass'ociation, a savings bank, a savings and loan association, a federal
savings and loan association, a federal savings bank, a credit union, a federal credit union,
trust company, insurance company, investment company as defined in the Investment
Company Act of 1940, pension or profit sharing trust, or cther financial institution or
institutional buyer, or to a broker dealer, whether the purchaser is acting for itself or in some
fiduciary capacity; (10} (A} subject to the provisions of this subdivision, any transaction not
involving a public offering within the meaning of Section 4(2}) of the Securities Act of 1933,
but not including any transaction specified in the rules and regulations thereunder. (B)
Subject to the provisions of this subdivision, any transaction made in accordance with the
uniform exemption from registration for small issuers authorized in Section 19(d){3}{C) of the
Securities Act of 1933. (C) The exemptions set forth in subparagraphs (A) and (B} of this
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subdivision shall not be available for transactions in securities issued by any blank check
company, shell company or dormant company. (D) The exemptions set forth in
subparagraphs (A) and (B) of this subdivision may, with respect to any security or transaction
or any type of security or transaction, be modified, withdrawn, further conditioned or waived
as to conditions, in whole or in part, conditionally or unconditionally, by the commissioner,
acting by regulation, rule or order, on a finding that such regulation, rule or orderis
necessary or appropriate in the public interest or for the protection of investors. (E) A
nonrefundable fee of one hundred fifty dollars shall accompany any filing made with the
commissioner pursuant to this subdivision; (11) any offer or sale of a preorganization
certificate or subscription if {A) no commission or other remuneration is paid or given directly
or indirectly for soliciting any prospective subscriber, {B} the number of subscribers does not
exceed ten, and (C) no payment is made by any subscriber; (12} any transaction pursuant to
an offer to existing security holders of the issuer, including persons who at the time of the
transaction are holders of convertible securities, nontransferable warrants or transferable
warrants exercisable within not more than ninety days of their issuance, if (A} no commission
or other remuneration other than a standby commission is paid or given directly or indirectly
for soliciting any security holder in this state, or (B} the issuer first files a notice, in such form
and containing such information as the commissioner may by regulation prescribe, specifying
the terms of the offer and the commissioner does not by order disallow the exemption within
the next ten full business days; (13) any offer, but not a sale, of a security for which
registration statements have been filed under both sections 36b-2 to 36b-34, inclusive, and
the Securities Act of 1933, if no stop order or refusal order is in effect and ne public
proceeding or examination looking toward such an order is pending under either said
sections or the Securities Act of 1933; (14) any transaction exempt under Section [4(6)]
4{a}{5} of the Securities Act of 1933, and the rules and regulations thereunder. The issuer
shall, prior to the first sale, file with the commissioner a notice, in such form and containing
such information as the commissioner may by regulation, rule or order prescribe. A
nonrefundable fee of one hundred fifty doliars shall accompany any such filing made
pursuant to this subdivision; {15} any transaction if all the following conditions are satisfied:
(A) The offer and sale is effectuated by the issuer of the security; (B} the total number of
‘purchasers of all securities of the issuer does not exceed ten. A subsequent sale of securities
that (i} is registered under sections 36b-2 to 36b-34, inclusive, (i) is seld pursuant to an
exemption under said sections other than this suhdivision, or (iii) involves covered securities,
shall not be integrated with a sale pursuant to this exemption in computing the number of
purchasers hereunder. Forthe purp;ose of this subdivision, each of the following is-deemed
to be a single purchaser of a security: A husband and wife, a child and the parent or guardian
of such child when the parent or guardian holds the security for the benefit of the child, a
corporation, a partnership, an association or other unincorporated entity, a joint stock
company or a trust, but only if the corporation, partnership, association, unincorporated
entity, joint stock company or trust was not formed for the purpose of purchasing the




oy U CONNEC
dg - -UC‘.L?-

security; (C) no advertisement, article, notice or other communication published in any
newspaper, magazine or similar medium, broadcast over television or radio or communicated
by other electronic means or any other general solicitation is used in connection with the

sale; and (D) no commission, discount or other remuneration is paid or giveh directly or
indirectly in connection with the offer and sale, and the total expenses, excluding legal and
accounting fees, in connection with the offer and sale do not exceed one per cent of the total
sales price of the securities. For purposes of this subdivision, a difference in the purchase
price among the purchasers shall not, in and of itself, be deemed to constitute indirect
remuneration; (16} any transaction exempt under Rule 701, 17 CFR Section 230.701
promulgated under Section 3(b} of the Securities Act of 1933; and (17) any other transaction
that the commissioner may exempt, conditionally or un'conditionally, on a finding that
registration is not necessary or appropriate in the public interest or for the protection of
investors.

Section 3. Subsection {c) of Section 36b-21 of the general stafutes is repealed and the following is

substituted in lieu thereof:

{c) (1) Any person who offers or sells a security that is a covered security under Section
18{b)(2) of the Securities Act of 1933 shall file with the commissioner, or with any other |
depository that the commissioner may designate by regulation or order, a notice for each

series or portfolio prior to the initial offer of such security in this state, providéd such notice

requirement does not apply to any offer or sale described in subdivision (9) or {12) of

subsection {b) of this section. The notice shall contain such information as the commissioner _ 3
may require and shall be accompanied by a consent to service of process as reqﬁired by
subsection (g) of section 36b-33 and, except as provided in subdivision {4) of this

subsection, a nonrefundable fee of five hundred dollars; (2} any notice filed pursuant to this

subsection relating to a sécurity issued by a face amount certificate company or unit

investment trust, as such terms are defined in the Investment Company Act of 1940, shall be

valid for a period of one year from the date that such security is declared effective by the

Securities and Exchange Commission, without limitation as to the number of shares or

aggregate amount. Such notice may be renewed annuatly thereafter upon submission of

such information as the commissioner may require, not earlier than thirty days nor later than

five days prior to the date upen which such previgusly filed notice is due to expire, together

with a nonrefundable fee of five hundred dollars; (3) any notice filed pursuant to this

subsection relating to a redeemable security issued by an open end management company,

as defined in the Investment Company Act of 1940, shall be valid until December thirty first

of the calendar year in which it was first filed, without limitation as to the number of shares

or aggregate amount. Such notice may be renewed annually thereafter upon submission of

such information as the commissioner may require together with a nonrefundable fee of five
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hundred dollars; and (4) any notice filed pursuant to this subsection relating to a security
issued by a closed-end company shall be effective for one year from the date of receipt by
the commissioner or the effective date with the Securities and Exchange Commission,
whichever is later, and shall be accompanied by the nonrefundable fee prescribed in
section 36b-19{b) of this chapter._A closed-end fund whose securities will continue to be
offered or distributed beyond the anniversary of its filing with the Commissioner or its
effectiveness with the Securities and Exchange Commission, whichever is later, shall file
such infarmation as the commissioner may require and include the fee prescribed in

section 36b-19(b) of this chapter.

Statement of Purpose: To update Section 36b-21 of the Connecticut General Statutes to
reflect changes in federal law, and clarify the notice filing requirements for closed-end funds
whose securities offerings Congress preempted the states from reviewing or registering.




